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LIBERATE TECHNOLOGIES
2655 Campus Drive, Suite 250
San Mateo, California 94403

, 2005

To Our Stockholders:

You are cordially invited to attend a special meeting of stockholders of Liberate Technologies to be held at the Hotel Sofitel San Francisco
Bay, located at 223 Twin Dolphin Drive, Redwood City, California, on , , 2005 at , local time.

At the special meeting, you will be asked to approve and adopt the sale of substantially all of the assets, including technology, patents and
other intellectual property, relating to our Non-North America business to SeaChange International, Inc. pursuant to the Asset Purchase
Agreement by and among Liberate, Liberate Technologies B.V., our subsidiary, and SeaChange. More information about the asset sale is
contained in the accompanying proxy statement, which we strongly encourage you to read in its entirety. A copy of the Asset Purchase
Agreement is attached as Annex A to the proxy statement.

After careful consideration, our board of directors has approved the Asset Purchase Agreement and asset sale and determined that it is
expedient and for the best interests of Liberate and its stockholders that Liberate enter into the Asset Purchase Agreement and consummate the
asset sale. The asset sale cannot be completed unless, among other things, stockholders holding a majority of the outstanding shares of our
common stock approve and adopt the transactions contemplated by the Asset Purchase Agreement. Our board of directors recommends that
you vote ""FOR" the proposal to approve and adopt the transactions contemplated by the Asset Purchase Agreement.

Your vote is very important. Whether or not you plan to attend the special meeting, we encourage you to mark, sign and date your proxy
and return it promptly in the enclosed, pre-addressed, prepaid envelope to ensure that your shares will be represented and voted at the meeting. If
your shares are held in an account at a brokerage firm, bank or other nominee, you should instruct your broker, bank or nominee how to vote in
accordance with the voting instruction form furnished by your broker, bank or nominee. If you do not vote or do not instruct your broker,
bank or nominee how to vote, it will have the same effect as voting '"AGAINST"' the approval and adoption of the transactions
contemplated by the Asset Purchase Agreement. If you sign, date and send us your proxy but do not indicate how you want to vote, your
proxy will be voted ""FOR" the approval and adoption of the transactions contemplated by the Asset Purchase Agreement.

Sincerely,

David Lockwood
Chairman and Chief Executive Officer

This proxy statement is first being mailed to stockholders on or about , 2005.
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD , 2005

A special meeting of the stockholders of Liberate Technologies will be held at the Hotel Sofitel San Francisco Bay, located at 223 Twin
Dolphin Drive, Redwood City, California, on s , 2005 at , local time, to consider and vote on the following matters:

To approve and adopt the sale of substantially all of the assets of our Non-North America business pursuant to the terms of
the Asset Purchase Agreement, dated as of April 15, 2005, by and among Liberate, Liberate Technologies B.V. and
SeaChange International, Inc.; and

To transact any other business as may properly come before the special meeting or any adjournments or postponements of
the special meeting.

For more information about the asset sale and the other transactions contemplated by the Asset Purchase Agreement, we strongly encourage
you to review the accompanying proxy statement and the Asset Purchase Agreement attached as Annex A to the proxy statement.

After careful consideration, our board of directors has approved the Asset Purchase Agreement and the asset sale, has determined that the
asset sale is expedient and for the best interests of Liberate and its stockholders and recommends that you vote "FOR" the proposal to approve
and adopt the transactions contemplated by the Asset Purchase Agreement.

Only stockholders of record at the close of business on , the record date for the special meeting, may vote at the special
meeting and any adjournments or postponements of the special meeting. A complete list of stockholders of record entitled to vote at the special
meeting will be available for review during ordinary business hours for a period of 10 days before the special meeting at our executive offices
for any purpose germane to the special meeting.

Your vote is very important. Whether or not you plan to attend the special meeting, please submit your proxy or voting instructions as
soon as possible to make sure that your shares are represented and voted. Whether or not you attend the special meeting, you may revoke a
proxy at any time before it is voted by filing with our corporate secretary a duly executed revocation of proxy, by submitting a duly executed
proxy to our corporate secretary with a later date or by appearing at the special meeting and voting in person, regardless of the method used to
deliver your previous proxy. Attendance at the special meeting without voting will not itself revoke a proxy. If your shares are held in an account
at a brokerage firm, bank or other nominee, you must contact your broker, bank or nominee to revoke your proxy.

By Order of the Board of Directors,

David Lockwood
Chairman and Chief Executive Officer

San Mateo, California
, 2005
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SUMMARY TERM SHEET

This summary highlights selected information from this proxy statement and the asset purchase agreement and may not contain all of the
information about the asset sale that is important to you. To understand the asset sale fully and for a more complete description of the legal
terms of the asset sale, you should carefully read this proxy statement, the asset purchase agreement, the stockholder voting agreement, the
opinion of Allen & Company LLC, and the other documents to which we refer you in their entirety.

The Companies (page )

The parties to the asset purchase agreement are Liberate Technologies and our subsidiary, Liberate Technologies B.V., as sellers, and
SeaChange International, Inc., a Delaware corporation, as purchaser.

Description of the Assets to be Sold (pages )

We have agreed to sell to SeaChange substantially all of the assets relating to our Non-North America business, including:

our Non-North America Navigator Platforms, which include all software, including source and object code, and associated
documentation developed and marketed by Liberate and its subsidiaries under the names "TV Navigator 1.x," "TV Navigator
1.x ME," "TV Navigator 2.x ME" and "TV Navigator 4.x" and all associated intellectual property owned or licensed by us;

certain contracts relating to our Non-North America business;

the lease relating to our office in San Mateo, California;

all tangible personal property, used, held for use or intended to be used to conduct our Non-North America business, subject
to certain exceptions;

transferable permits and governmental authorizations relating to our Non-North America business;

all causes of action, claims and rights against third parties relating to the assets to be sold or to our Non-North America
business generally, subject to certain exceptions; and

certain other tangible and intangible assets relating to the transferred assets or our Non-North America business.

Description of Liabilities to be Assumed (page )

SeaChange has agreed to assume certain liabilities relating to our Non-North America business, including:

certain obligations and liabilities, to the extent they are attributable to the period after closing, relating to the transferred
assets;

pre-closing obligations and liabilities relating to the transferred assets for which SeaChange receives a credit pursuant to the
purchase price adjustment mechanism in the asset purchase agreement; and

certain obligations and liabilities relating to employee benefit matters, if applicable.

Description of the Assets to be Retained by Liberate (pages )
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We will retain all assets not sold to SeaChange, including the following:

all of our cash and cash equivalent items and all equity securities owned by us or our affiliates;
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our rights under all leases other than the San Mateo, California lease;

rights to or claims for refunds or rebates of taxes and other governmental charges and the benefit of certain tax attributes of
Liberate and Liberate Technologies B.V.;

all causes of action, claims and rights against (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business subject to certain exceptions;

all assets in respect of and insurance policies and rights under any employee benefit plan, unless specifically assigned to or
assumed by SeaChange pursuant to the asset purchase agreement;

all accounts receivable, or portions thereof, attributable to or arising out of our Non-North America business before the
closing;

all assets used specifically in connection with our corporate functions;

all tangible personal property not used, held for use or intended to be used in our Non-North America business;

certain proprietary and confidential business information; and

all assets sold to Double C Technologies, LLC pursuant to the Asset Purchase Agreement, dated as of January 14, 2004, by
and among Liberate, Liberate Technologies Canada Ltd. and Double C Technologies, LLC.

Description of Liabilities to be Retained by Liberate (pages )

We will retain all liabilities not assumed by SeaChange, including liabilities relating to:

all leases other than the San Mateo, California lease;

all causes of action, claims and rights of (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business;

any contract that is not assigned or asset that is not transferred to SeaChange;

any employee benefit plans other than obligations and liabilities relating to COBRA coverage assumed by SeaChange, if
any; and

the conduct or operation of our Non-North America business or the ownership of the transferred assets prior to the closing,
our North America business, or any other businesses of Liberate and its affiliates.

In addition to the assets and liabilities transferred pursuant to the asset purchase agreement, at the closing of the asset sale, we will also
enter into trademark license agreement with SeaChange pursuant to which we will grant SeaChange a perpetual, nonexclusive and royalty-free
license to use our "Liberate" trademark and logo in connection with the Non-North America TV Navigator platforms. We have also agreed to
assign to SeaChange our rights in the "Liberate" trademark and logo upon dissolution of our corporate existence to the extent that we have not
otherwise conveyed, transferred, assigned or otherwise disposed of such trademark and logo.
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Purchase Price (pages )

Upon consummation of the asset sale, Liberate will receive $25.5 million in cash, as adjusted pursuant to the asset purchase agreement to
prorate pre- and post-closing expenses, deposits and other liabilities.

Reasons for the Asset Sale (page )

We are proposing to sell our Non-North America business to SeaChange because we believe that the asset sale and the terms of the asset
purchase agreement are in the best interests of Liberate and our stockholders. In reaching its determination to approve the asset sale, the asset
purchase agreement and related agreements, our board of directors consulted with senior management and our financial and legal advisors and
considered a number of factors, including other potential strategic alternatives, the opportunities and challenges facing Liberate, the fairness
opinion delivered by our financial advisor and the terms of the asset purchase agreement.

Recommendation of Our Board of Directors (page )

After careful consideration, our board recommends that you vote "FOR" the proposal to approve and adopt the asset sale pursuant to the
asset purchase agreement.

Opinion of Our Financial Advisor (page )

Our board of directors retained Allen & Company LLC to act as our financial advisor in connection with a review and analysis of our
potential strategic alternatives, including the sale of our Non-North America business. As part of the engagement, Allen & Company was asked
to determine whether, in its view, the consideration we are to receive from SeaChange in connection with the asset sale is fair, from a financial
point of view, to Liberate. Allen & Company delivered an opinion, attached as Annex C to this proxy statement, to our board of directors to the
effect that, as of April 15, 2005, and subject to and based on the considerations referred to in its opinion, the consideration to be provided in
connection with the asset sale is fair, from a financial point of view, to Liberate.

Vote Required to Approve the Asset Sale (page )

The asset sale requires approval and adoption by the holders of a majority of the outstanding shares of our common stock entitled to vote on
the asset sale. If we fail to obtain the requisite vote for the proposal, we will not be able to consummate the asset sale and either Liberate or
SeaChange may terminate the asset purchase agreement.

As of , David Lockwood, our Chairman and Chief Executive Officer, and Lockwood Fund LLC (a private investment fund
managed by Lockwood Capital Advisors LLC, of which Mr. Lockwood is the Managing Member) together owned of record shares of
our common stock, representing approximately % of our outstanding common stock and have entered into a stockholder voting agreement,
pursuant to which each has appointed SeaChange as such stockholder's proxy and attorney-in-fact to vote the shares of our common stock held
by such stockholder as of the record date in favor of the proposal to approve and adopt the asset sale and the asset purchase agreement. A copy
of the stockholder voting agreement is attached as Annex B to this proxy statement.

Covenants (page )

Under the asset purchase agreement, we have made a number of covenants, including the following:

not to in Europe acquire a financial interest in or be a principal, partner, member, officer, director, owner, agent,
representative, employee or consultant to, directly or indirectly, any

11
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business the same as, similar to or in general competition with the Non-North America business operated by Liberate at or
prior to closing, for a period of five years after the closing;

not to solicit for employment or employ any transferred employees for a period of one year after the closing;

not to solicit, encourage, initiate or participate in any inquiries, negotiations or discussions, or approve or enter into an
agreement with respect to a sale of the assets to be acquired by SeaChange under the asset purchase agreement to any other
person, except as otherwise expressly permitted in the asset purchase agreement with respect to an unsolicited alternative
proposal, subject to certain conditions; and

other customary covenants governing the operation of our Non-North America business prior to the closing.
Conditions to Completion of the Asset Sale (pages )

The parties' obligations to consummate the asset sale are subject to satisfaction or waiver of a number of closing conditions, including:

approval and adoption by Liberate's stockholders of the asset sale pursuant to the asset purchase agreement;
representations and warranties being true and correct;

the absence of any material adverse effect (as such term is defined in the asset purchase agreement) on our Non-North
America business, the transferred assets or our ability to consummate the asset sale;

the absence of any legal restraint that would prevent consummation of the asset sale or subject the asset sale to a condition
that would reasonably be expected to have a material adverse effect on our Non-North America business or the transferred
assets, SeaChange or its affiliates, or on Liberate and its affiliates taken as a whole;

Liberate's delivery of audited financial statements for the Non-North America business as of May 31, 2004 and May 31,
2005 to SeaChange;

Liberate's delivery of consent to assignment of certain license agreements with certain customers;

the absence of any material breach by Liberate of any principal customer agreement that has not been cured after having
received written notice of such breach;

performance or compliance in all material respects with all obligations and covenants; and

other customary closing conditions.

Termination of the Asset Purchase Agreement; Expense Reimbursement (page )

The asset purchase agreement may be terminated under certain circumstances, including:

by mutual written consent of Liberate and SeaChange;

12
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by either Liberate or SeaChange if our stockholders have not approved and adopted the asset sale pursuant to the asset
purchase agreement or if the asset sale is not completed by October 15, 2005;

by either Liberate or SeaChange if the other party materially and uncurably breaches its representations, warranties,
covenants or agreements contained in the asset purchase agreement;

4
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by either Liberate or SeaChange if any order, decree or ruling permanently prohibiting consummation of the contemplated
transactions becomes final and non-appealable;

by SeaChange if Liberate's board of directors (i) fails to recommend the asset sale, (ii) withdraws, modifies or qualifies its
recommendation in a manner adverse to SeaChange, (iii) fails to reconfirm its recommendation within five business days
after a written request to do so or (iv) recommends that our stockholders approve, accept or tender their shares in response to
any alternative proposal;

by SeaChange if we breach our covenant not to solicit, enter into or take certain other actions with respect to an alternative
transaction; or

by SeaChange if we enter into (or our board of directors authorizes entry into) a letter of intent, agreement in principle,
acquisition agreement or other similar undertaking with respect to any alternative proposal;

by Liberate if (i) we are not in material breach of any terms of the asset purchase agreement, (ii) our board of directors has
authorized us to enter into a binding written agreement concerning a transaction that constitutes a superior proposal and we
notify SeaChange in writing that we intend to enter into such an agreement, and (iii) SeaChange does not within two
business days of receipt of such notice, make an offer that our board of directors determines, in good faith after consultation
with its financial advisors, is no less favorable, from a financial point of view, to our stockholders as the superior proposal;
or

by Liberate if (i) we have for a period of at least 30 calendar days after notifying SeaChange of a material breach of a
principal customer agreement attempted with reasonable efforts to resolve or cure such material breach in accordance with
the terms of such agreement, (ii) we notify SeaChange that such material breach continues to exist at the end of such

30 calendar day period, (iii) we meet, with certain exceptions, all conditions to closing, and (iv) SeaChange does not within
in five calendar days after our notice waive the condition that we not be in breach of any principal customer agreement.

We have agreed if the asset purchase agreement is terminated under certain circumstances to reimburse SeaChange's reasonable costs and
expenses, up to a maximum of $400,000.

Agreement Related to the Asset Purchase Agreement (page )

At the closing of the asset sale, we will also enter into a trademark license agreement with SeaChange pursuant to which we will grant
SeaChange a perpetual, nonexclusive and royalty-free license to use our "Liberate" trademark and logo in connection with the Non-North
America TV Navigator platforms. We have also agreed to assign to SeaChange our rights in the "Liberate" trademark and logo upon dissolution
of our corporate existence to the extent that we have not otherwise conveyed, transferred, assigned or otherwise disposed of such trademark and
logo.

Interests of Management, Directors and Significant Stockholders in the Asset Sale (page )

Liberate has entered into retention agreements with certain executive officers under which they may receive payments if their employment
is terminated under certain circumstances following the asset sale of approximately $2,250,000 to $3,000,000 in the aggregate. These
agreements will not be assigned to SeaChange and will remain obligations of Liberate following the asset sale. Other than these agreements, no
director, executive officer, associate of any director or executive officer or any other person has any substantial interest, direct or indirect, by
security holdings or otherwise, in the asset sale that is not otherwise shared by all other stockholders.

14
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Tax Consequences of the Asset Sale (page )

The sale of assets by Liberate pursuant to the asset purchase agreement will be a taxable transaction for United States federal income tax
purposes as discussed in this proxy statement.

No Appraisal Rights (page )

Holders of our common stock are not entitled to appraisal rights in connection with the asset sale under the Delaware General Corporation
Law, our Certificate of Incorporation or our Amended and Restated Bylaws.

Regulatory Approvals (page )

The asset sale is not subject to review by the United States Federal Trade Commission and the Antitrust Division of the United States
Department of Justice under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

6
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QUESTIONS AND ANSWERS ABOUT THE ASSET SALE,
THE ASSET PURCHASE AGREEMENT AND THE SPECIAL MEETING

Following are some commonly asked questions that may be raised by our stockholders and answers to each of those questions.
1. WHAT AM I BEING ASKED TO VOTE ON AT THE SPECIAL MEETING?

Our stockholders will consider and vote upon a proposal to approve and adopt the sale of substantially all of the assets, including
technology, patents and other intellectual property, relating to our Non-North America business to SeaChange International, Inc. pursuant to the
asset purchase agreement between Liberate, Liberate Technologies B.V. (our subsidiary) and SeaChange, for a purchase price of $25,500,000 in
cash (subject to adjustment).

2. WHAT DOES IT MEAN TO SELL SUBSTANTIALLY ALL OF THE ASSETS RELATING TO OUR "NON-NORTH
AMERICA BUSINESS"?

We are proposing to sell to SeaChange substantially all of the assets related to the business we and our subsidiaries have historically
conducted in markets outside of North America, including developing, marketing and selling our products and related services intended to
enable cable operators to provide interactive television services outside of the United States, Canada and Mexico. We refer to this as our
Non-North America business in this proxy statement.

3. WHAT WILL HAPPEN IF THE ASSET SALE IS APPROVED AND ADOPTED BY OUR STOCKHOLDERS?

If the asset sale pursuant to the asset purchase agreement is approved and adopted by our stockholders, we will sell substantially all of the
assets relating to our Non-North America business to SeaChange under the terms of the asset purchase agreement, as more fully described in this
proxy statement. In connection with the asset sale, we have made certain covenants, as more fully described in this proxy statement. Following
the sale of the assets relating to the Non-North America business, we will have no immediate significant operating product or services business.
We will continue our efforts to resolve outstanding liabilities and prosecute and defend pending litigation and pursue other claims as appropriate
that we may have against third parties. We also intend to evaluate and potentially explore all available alternatives. We will continue to work to
maximize stockholder interests with a goal of returning value to our stockholders. Although our board of directors has not yet made any
determination, such alternatives may include dissolution and liquidation of Liberate, a going private transaction effected through a reverse stock
split or otherwise in order to reduce the costs associated with being a public company, a share repurchase, an extraordinary dividend or other
transactions to maximize stockholder value and manage our outstanding liabilities.

4. WHAT WILL HAPPEN IF THE ASSET SALE IS NOT APPROVED AND ADOPTED BY OUR STOCKHOLDERS?

If the asset sale is not approved by our stockholders, we will not sell our assets to SeaChange at this time and we will continue to conduct
our business in the ordinary course and evaluate all available strategic alternatives. In addition, SeaChange would have the right to terminate the
asset purchase agreement, and as the result of any such termination, SeaChange would have rights to expense reimbursement.

5. WHENIS THE ASSET SALE EXPECTED TO BE COMPLETED?

If the asset sale pursuant to the asset purchase agreement is approved and adopted at the special meeting, we expect to complete the asset
sale as soon as practicable after all of the conditions in the asset purchase agreement have been satisfied or waived. Liberate and SeaChange are
working toward

16
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satisfying the conditions to closing and completing the asset sale as soon as reasonably possible. We expect to be able to complete the asset sale
in the second half of 2005.

6.

HOW WAS THE PURCHASE PRICE FOR THE ASSETS DETERMINED?

The purchase price for the assets proposed to be sold to SeaChange was negotiated between representatives of Liberate and representatives

of SeaChange. We have received a fairness opinion from Allen & Company LLC concluding that the consideration to be received by us for the
assets is fair, from a financial point of view, to Liberate. A copy of the fairness opinion from Allen & Company is included as Annex C to this
proxy statement.

7.

AM I ENTITLED TO APPRAISAL RIGHTS IN CONNECTION WITH THE ASSET SALE?
No. Delaware law does not provide for stockholder appraisal rights in connection with the sale of a company's assets.
WHAT WILL HAPPEN TO MY LIBERATE SHARES IF THE ASSET SALE IS APPROVED?

The asset sale will not alter the rights, privileges or nature of the outstanding shares of Liberate. A stockholder who owns shares of Liberate

common stock immediately prior to the closing of the asset sale will continue to hold the same number of shares immediately following the
closing.

9.

HOW DOES THE BOARD RECOMMEND THAT I VOTE ON THE PROPOSAL?

The board of directors recommends that you vote "FOR" the proposal to approve and adopt the asset sale pursuant to the asset purchase

agreement.

10. HOWDOIVOTE?

Sign and date each proxy card you receive and return it in the enclosed envelope prior to the special meeting.

11. CANICHANGE MY VOTE?

Yes. You may change your proxy instructions at any time before your proxy is voted at the special meeting. Proxies may be revoked by

taking any of the following actions:

filing a written notice of revocation with our corporate secretary at our principal executive office (2655 Campus Drive,
Suite 250, San Mateo, CA 94403);

filing a properly executed proxy showing a later date with our corporate secretary at our principal executive office; or

attending the special meeting and voting in person (although attendance at the meeting will not, by itself, revoke a proxy).

12. WHAT SHARES ARE INCLUDED ON THE PROXY CARD(S)?

The shares on your proxy card(s) represent ALL of your shares. If you do not return your proxy card(s), your shares will not be voted.

13. WHAT DOES IT MEAN IF I GET MORE THAN ONE PROXY CARD?

If your shares are registered differently and are in more than one account, you will receive more than one proxy card. Sign and return all

proxy cards to ensure that all your shares are voted.

14. WHO IS ENTITLED TO VOTE AT THE SPECIAL MEETING?

17
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Only holders of record of our common stock as of the close of business on
meeting.

are entitled to notice of and to vote at the special

18
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15. HOW MANY SHARES WERE OUTSTANDING ON THE RECORD DATE?

At the close of business on there were shares of common stock outstanding and entitled to vote. A stockholder may
vote (a) shares that are held of record directly in the stockholder's name, and (b) shares held for the stockholder, as the beneficial owner, through
a broker, bank or other nominee. At the meeting, each outstanding share of common stock will be entitled to one vote.

16. WHAT IS A "QUORUM" FOR PURPOSES OF THE SPECIAL MEETING?

In order to conduct business at the special meeting, a quorum must be present. A "quorum" is a majority of the outstanding shares entitled
to be voted. The shares may be present in person or represented by proxy at the special meeting. Both abstentions and broker non-votes are
counted as present for the purpose of determining the presence of a quorum.

17. WHAT VOTE IS REQUIRED TO APPROVE THE PROPOSAL?

Once a quorum has been established, for the asset sale to be approved and adopted, a majority of our outstanding shares must vote "FOR"
the proposal.

If your shares are held in street name, your broker will vote your shares for you only if you provide instructions to your broker on how to
vote your shares. You should follow the directions provided by your broker regarding how to instruct your broker to vote your shares. Your
broker cannot vote your shares of Liberate common stock without specific instructions from you. Because the affirmative vote of a majority of
the outstanding shares of Liberate common stock is required to approve and adopt the asset sale and the asset purchase agreement, a failure to
provide your broker with instructions on how to vote your shares will have the effect of a vote against the proposal to approve and adopt the
asset sale pursuant to the asset purchase agreement.

18. WHAT HAPPENS IF I ABSTAIN?

Proxies marked "abstain" will be counted as shares present for the purpose of determining the presence of a quorum, but for purposes of
determining the outcome of a proposal, shares represented by such proxies will be treated as votes against the proposal.

19. HOW WILL VOTING ON ANY OTHER BUSINESS BE CONDUCTED?

Although we do not know of any business to be considered at the special meeting other than the asset sale proposal described in this proxy
statement, if any other business is properly presented at the special meeting, your signed proxy card gives authority to the proxy holders, David
Lockwood and Gregory Wood, to vote on such matters at their discretion.

20. WHO WILL BEAR THE COST OF THIS SOLICITATION?

Liberate will pay the entire cost of preparing, assembling, printing, mailing and distributing these proxy materials. We will provide copies
of these proxy materials to banks, brokerages, fiduciaries and custodians holding in their names shares of our common stock beneficially owned
by others so that they may forward these proxy materials to the beneficial owners. We may solicit proxies by personal interview, mail, telephone
and electronic communications. Liberate has not retained a proxy solicitor to assist with the solicitation of proxies for the special meeting. Our
directors, officers, and employees (acting without additional compensation) may assist in soliciting proxies by telephone, email, or direct
contact. We may reimburse brokerage firms and other persons representing beneficial owners of shares for their expenses in forwarding
solicitation materials to the beneficial owners.

19



Edgar Filing: LIBERATE TECHNOLOGIES - Form PRER14A

THE SPECIAL MEETING OF LIBERATE STOCKHOLDERS

We are furnishing this proxy statement to our stockholders as part of the solicitation of proxies by our board of directors for use at the
special meeting.

When and Where the Special Meeting Will be Held

We will hold the special meeting at the Hotel Sofitel San Francisco Bay, located at 223 Twin Dolphin Drive, Redwood City, California,
on , 2005 at ., local time.

What Will be Voted Upon

At the special meeting, we are asking holders of record of Liberate common stock to consider and vote on the following proposals:

The approval and adoption of the sale of substantially all of the assets relating to our Non-North America business to
SeaChange pursuant to the asset purchase agreement by and among Liberate, Liberate Technologies B.V., and SeaChange
(see "The Asset Sale" beginning on page and "The Asset Purchase Agreement" beginning on page ); and

The transaction of any other business that properly comes before the special meeting or any adjournments or postponements
of the special meeting.

Voting Securities; Quorum

Only holders of record of Liberate common stock at the close of business on , the record date, are entitled to notice of and to
vote at the special meeting. On the record date, shares of Liberate common stock were issued and outstanding and held by holders
of record. Holders of record of Liberate common stock on the record date are entitled to one vote per share at the special meeting on each
proposal. A complete list of stockholders of record will be available for review at our executive offices for any purpose germane to the special
meeting during ordinary business hours for a period of ten days before the special meeting.

A quorum is necessary to hold a valid special meeting. A quorum will be present at the special meeting if the holders of a majority of the
shares of Liberate common stock outstanding and entitled to vote on the record date are present, in person or by proxy. If a quorum is not present
at the special meeting, we expect that the special meeting will be adjourned to solicit additional proxies. Shares voting against the asset sale will
not be voted in favor of adjournment. Abstentions, discussed below, count as present for establishing a quorum for the transaction of all
business.

Votes Required for Approval

Under Section 271 of the Delaware General Corporation Law and under our Amended and Restated Bylaws, the asset sale requires
approval by the holders of a majority of outstanding shares of our common stock entitled to vote at the special meeting. If we fail to obtain the
requisite vote for approval and adoption of the asset sale pursuant to the asset purchase agreement, we will not be able to consummate the asset
sale and either Liberate or SeaChange may terminate the asset purchase agreement. Stockholders representing % of our outstanding
common stock have executed a voting agreement pursuant to which each has appointed SeaChange as such stockholder's proxy and
attorney-in-fact to vote the shares held by such stockholder as of the record date in favor of the proposal to approve and adopt the asset sale
pursuant to the asset purchase agreement. A copy of the stockholder voting agreement is attached as Annex B to this proxy statement.
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Voting Your Shares and Changing Your Vote
You may vote by proxy or in person at the special meeting.
Voting in Person

If you plan to attend the special meeting and wish to vote in person, you will be given a ballot at the special meeting. Please note, however,
that if your shares are held in "street name," which means your shares are held of record by a broker, bank or other nominee, and you wish to
vote at the special meeting, you must bring to the special meeting a proxy from the record holder (your broker, bank or nominee) of the shares
authorizing you to vote at the special meeting.

Voting by Proxy

All shares represented by properly executed proxies received in time for the special meeting will be voted at the special meeting in the
manner specified by the stockholders giving those proxies. Properly executed proxies that do not contain voting instructions will be voted for the
approval and adoption of the asset purchase agreement and the asset sale.

Revocation of Proxy

Submitting a proxy on the enclosed form does not preclude a stockholder from voting in person at the special meeting. A stockholder of
record may revoke a proxy at any time before it is voted by filing with our corporate secretary a duly executed revocation of proxy, by
submitting a duly executed proxy to our corporate secretary with a later date or by appearing at the special meeting and voting in person. A
stockholder of record may revoke a proxy by any of these methods, regardless of the method used to deliver the stockholder's previous proxy.
Attendance at the special meeting without voting will not itself revoke a proxy. If your shares are held in street name, you must contact your
broker, bank or nominee to revoke your proxy.

How Proxies are Counted

Only shares affirmatively voted for the approval and adoption of the asset sale pursuant to the asset purchase agreement, and properly
executed proxies that do not contain voting instructions, will be counted as favorable votes for the asset sale proposal. Shares of Liberate
common stock held by persons attending the special meeting but not voting, and shares of Liberate common stock for which we received proxies
but with respect to which holders of those shares have abstained from voting, will have the same effect as votes against the approval and
adoption of the asset sale pursuant to the asset purchase agreement for purposes of determining whether or not a majority of the outstanding
shares has voted for the approval and adoption of the asset sale pursuant to the asset purchase agreement.

Cost of Solicitation

We are soliciting proxies for the special meeting from our stockholders. We will bear the entire cost of soliciting proxies from our
stockholders. In addition to the solicitation of proxies by mail, we will request that banks, brokers and other record holders send proxies and
proxy materials to the beneficial owners of Liberate common stock held by them and secure their voting instructions if necessary. We will
reimburse those record holders for their reasonable expenses in so doing.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Those statements herein that involve expectations or intentions (such as those related to the closing of the transactions contemplated by the
asset purchase agreement) are forward-looking statements within the meaning of the U.S. securities laws, involving risks and uncertainties, and
are not guarantees of future performance. You are cautioned that these statements are only predictions and that forward-looking statements are
subject to a number of risks, assumptions and uncertainties that could cause actual results to differ materially from those projected in such
forward-looking statements. These risks, assumptions and uncertainties include, but are not limited to: future decisions by the SEC or other
governmental or regulatory bodies; the vote of our stockholders; business disruptions resulting from the announcement of the asset sale;
uncertainties related to litigation; economic and political conditions in the U.S. and abroad; and other risks outlined in our filings with the SEC,
including the annual report on Form 10-K for the year ended May 31, 2004. All forward-looking statements are effective only as of the date they
are made and we disclaim any intention or obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise.
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ASSET SALE RISK FACTORS

You should carefully consider the following risk factors relating to the asset sale before you decide whether to vote for the proposal to
approve and adopt the asset sale pursuant to the asset purchase agreement. You should also consider the other information in the proxy statement
and the additional information in our other reports on file with the Securities and Exchange Commission.

Our business may be harmed if the asset sale disrupts the operations of our business and prevents us from realizing intended benefits.

The asset sale may disrupt our business and prevent us from realizing intended benefits as a result of a number of obstacles, such as:

loss of key employees or customers;

failure to adjust or implement our business model;

additional expenditures required to facilitate this divestiture; and

the diversion of management's attention from our day-to-day business.

The failure to complete the asset sale may result in a decrease in the market value of our common stock.

The asset sale is subject to a number of contingencies, including approval by our stockholders and other customary closing conditions. We
cannot predict whether we will succeed in obtaining the approval of our stockholders. As a result, we cannot assure you that the asset sale will
be completed. If our stockholders fail to approve the proposal at the special meeting or if the asset sale is not completed for any other reason, the
market price of our common stock may decline.

If our stockholders do not approve and adopt the asset sale pursuant to the asset purchase agreement, there may not be any other offers
from potential acquirors.

If our stockholders do not approve the asset sale, we may seek another strategic transaction, including the sale of all or part of our business.
Although we have had such discussions with various parties in the past, none of these parties may now have an interest in a strategic transaction
with Liberate or be willing to offer a reasonable purchase price.

If our stockholders do not approve the asset sale and asset purchase agreement or if we do not complete the asset sale, we will continue
to face challenges and uncertainties in our ability to achieve business success.

We have faced challenges and uncertainties surrounding our ability to successfully execute our business plan, such as our history of
operating losses, the failure of our software platform to achieve wide commercial adoption, the uncertainty of successfully licensing our
software platform to additional cable customers and the uncertainty of securing license agreements providing for significant license fees and
on-going royalties. We have faced other uncertainties such as a lack of prospects for potential licensing transactions in the near future; the
technology risks of further developing our TV Navigator software; the uncertainty of having sufficient resources to continue development of
new technologies to compete with new offerings from competitors with significantly greater resources; the untested nature of our new
subscription royalty model; the potential adoption of technologies by our competitors, such as NDS, OpenTV or an internal development group
controlled by one of the large cable companies; the ongoing need to successfully defend against patent infringement actions against us; and the
risk of meeting market expectations regarding the pace of signing new licensing agreements for our software platforms.
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If our stockholders do not approve and adopt the asset purchase agreement or if the asset sale is not completed, we will continue to face
these challenges and uncertainties.

We will be unable to compete with the Non-North America business for five years from the date of the closing.

We have agreed for a period of five years from the date of the closing of the asset sale (i) not to solicit or otherwise communicate with any
customer of the Non-North America business for the purpose of inducing such customer to refrain from or to discontinue its relationship with
SeaChange; and (ii) except with respect to investments held by Liberate as of April 15, 2005 and held through the closing of the asset sale, not
to, within Europe, acquire a financial interest in or be a principal, partner, member, officer, director, owner, agent, representative, employee or
consultant to any business the same as, similar to or in general competition with the Non-North America business operated by Liberate at or
prior to the closing of the asset sale.
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THE ASSET SALE

This section of the proxy statement describes certain aspects of the sale of substantially all of the assets relating to our Non-North America
business to SeaChange. However, this description may not be complete or may not provide all the information that may be important to you. We
highly recommend that you carefully read the complete asset purchase agreement included as Annex A to this proxy statement for the precise
legal terms of the agreement and other information that may be important to you.

The Companies
Liberate Technologies and Liberate Technologies B.V.

Liberate Technologies is a provider of software for digital cable systems. Based on industry standards, Liberate's software enables cable
operators to run multiple services including interactive programming guides, high-definition television, video on demand, personal video
recorders and games on multiple platforms. Liberate Technologies B.V. is a subsidiary of Liberate. Our principal executive offices are located at
2655 Campus Drive, Suite 250, San Mateo, CA 94403 and the telephone number of our principal executive offices is (650) 645-4000.

SeaChange International, Inc.

SeaChange is a leading developer, manufacturer and marketer of digital video storage, management and streaming systems, which automate
the distribution of video content, such as movies, television programs, games, and advertising. The address of SeaChange's principal executive
office is 124 Acton Street, Maynard, Massachusetts 01754 and the telephone number of its principal executive office is (978) 897-0100.

Terms of the Asset Purchase Agreement

The asset purchase agreement is the primary legal document governing the rights and obligations of Liberate and SeaChange. In the asset
purchase agreement, we make certain representations and warranties and agree to perform or to refrain from performing certain actions.
Stockholders are urged to carefully read the asset purchase agreement in its entirety, a copy of which is attached as Annex A to this proxy
statement.

Description of Assets to be Sold and Retained
Assets to be Sold to SeaChange

Subject to and upon the terms and conditions set forth in the asset purchase agreement, we are selling to SeaChange substantially all of the
assets relating to our Non-North America business, including the following:

our Non-North America Navigator Platforms, which include all software, including source and object code, and associated
documentation developed and marketed by Liberate and its subsidiaries under the names "TV Navigator 1.x," "TV Navigator
1.x ME," "TV Navigator 2.x ME" and "TV Navigator 4.x";

the intellectual property embodied in or associated with the Non-North America Navigator Platforms that is owned by or
licensed to Liberate and its subsidiaries and used or held for use in connection with our Non-North America business;

certain contracts relating to our Non-North America business;

the lease for our San Mateo, California facility;
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subject to certain scheduled exceptions, all tangible personal property, including all plant, machinery, equipment, supplies,
inventory, spare parts, tools, leasehold improvements, furniture, furnishings, software, hardware and vehicles, used, held for
use or intended to be used to conduct our Non-North America business;

all transferable licenses, permits, orders, approvals and other authorizations by, and any applications for any of the foregoing
filed with, any governmental authority used, held for use or intended to be used in our Non-North America business;

all books and records (other than tax records and certain other records), relating to our Non-North America business or the
transferred assets;

all prepaid expenses, credits, deferred charges, prepaid items, advances and deposits, or portions thereof, arising out of or
relating to the transferred assets or our Non-North America business;

all causes of action, claims and rights against third parties that relate to the transferred assets or our Non-North America
business other than litigation that is specifically being retained by Liberate; and

all goodwill related to the transferred assets or our Non-North America business and the right to represent to third parties
that SeaChange is the successor to our Non-North America business.

Assets to be Retained by Liberate

We will retain all assets not sold to SeaChange, including the following:

all of our cash and cash equivalent items, including uncashed checks, received or accrued by us prior to consummation of the
asset sale, and all equity securities owned by Liberate or its affiliates;

our rights under all leases other than the San Mateo, California lease;

rights to or claims for refunds or rebates of taxes and other governmental charges and the benefit of net operating loss
carryforwards, carrybacks, credits or other tax attributes of Liberate and Liberate Technologies B.V.;

proprietary or confidential business information, records and policies that relate generally to Liberate and Liberate
Technologies B.V. and are not used, held for use, intended to be used in or otherwise necessary to conduct our Non-North
America business;

all causes of action, claims and rights against (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business subject to certain exceptions;

all assets in respect of any employee benefit plan, other than those, if any, specifically assigned to SeaChange pursuant to the
asset purchase agreement;

all tangible personal property not used, held for use or intended to be used in our Non-North America business, wherever
located, including all machinery, equipment, furniture, furnishings, software, hardware and vehicles, or all tangible personal
property used specifically in connection with Liberate's corporate functions;
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all other assets used exclusively in connection with Liberate's corporate functions;

all insurance policies and rights under any employee benefit plans, other than insurance contracts, if any, assumed by
SeaChange pursuant to the asset purchase agreement;
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all of Liberate's books and records and other documents related to the sale of our Non-North America business and
negotiations with other parties; and

all accounts receivable, or portions thereof, attributable to or arising out of our Non-North America business billed or
accrued with respect to the period prior to the close of business on the date of the consummation of the asset sale.

Description of Liabilities to be Assumed and Retained
Liabilities to be Assumed by SeaChange
In connection with the purchase of the assets, SeaChange will assume certain liabilities related to our Non-North America business,

including:

obligations and liabilities of Liberate and Liberate Technologies B.V. under or with respect to the assigned contracts and
other transferred assets transferred to SeaChange that are to be paid, discharged and performed after the closing of the asset
sale, but only to the extent they are attributable to the period after the closing of the asset sale, except for certain taxes;

pre-closing obligations and liabilities relating to the transferred assets in respect of which SeaChange receives a
corresponding credit pursuant to the purchase price adjustment mechanism in the asset purchase agreement; and

certain obligations and liabilities relating to COBRA coverage and other employee benefit matters, if applicable.
Liabilities to be Retained by Liberate

We will retain all liabilities not assumed by SeaChange, including liabilities relating to:

all leases other than the San Mateo, California lease;

all causes of action, claims and rights of (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business;

any contract that is not assigned to SeaChange;

any employee benefit plans other than obligations and liabilities relating to COBRA coverage and insurance contracts
assumed by SeaChange, if any;

any asset that is not transferred to SeaChange;

the conduct or operation of the North America business and any other businesses of Liberate and its affiliates; and

the conduct or operation of our Non-North America business or the ownership of the transferred assets during the period
prior to the close of business on the date of consummation of the asset sale.

Purchase Price and Adjustments

SeaChange has agreed to pay Liberate $25.5 million in cash for the assets to be sold, subject to adjustment for the following:
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The purchase price will be decreased by an amount equal to $651,000 per month for the period from April 15, 2005 to the
closing of the asset sale (pro rated for the actual number of days elapsed).
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The purchase price will be increased or decreased as necessary to assure that we are responsible for all expenses and
liabilities relating to our Non-North America business prior to the close of business on the closing date, and that SeaChange
is responsible for all such expenses and liabilities after the close of business on the closing date.

The purchase price will be decreased by an amount equal to any customer payments or other advance payments or deposits
received by us or our affiliates before closing that are attributable to products or services to be provided after closing and the
cost of all accrued vacation for Liberate employees who accept offers of employment from SeaChange or one of its
subsidiaries.

At least 10 business days prior to the closing, we will deliver to SeaChange a preliminary determination of the adjustments described
above. We will negotiate in good faith with SeaChange to resolve any disputes and to reach an agreement prior to the closing date on the
preliminary adjustments to the purchase price paid at closing. Within 90 days after the closing date, SeaChange will deliver to us a final
determination of any adjustments which were not calculated as of the closing date and any corrections to our preliminary report. If we determine
that there are any discrepancies, we will negotiate in good faith with SeaChange to resolve them. If we cannot resolve the discrepancies we will
jointly retain a national independent public accounting firm not regularly engaged by us or by SeaChange to make a final determination.

Background of the Asset Sale

Beginning in the fall of 2003, we commenced a process for evaluating a potential strategic transaction in response to an inquiry from an
industry participant, indicating an interest in exploring a potential acquisition of Liberate. Over the course of more than one year, we and our
financial advisor, Allen & Company contacted approximately 20 parties that were considered the most likely to have an interest in pursuing a
potential acquisition of all or part of Liberate's business. This process eventually resulted in the sale of our North American business to
Double C Technologies, LLC pursuant to the Asset Purchase Agreement dated as of January 14, 2005. The closing of the transaction with
Double C occurred on April 7, 2005.

We first contacted SeaChange in the beginning of the summer of 2004 to explore a potential acquisition by SeaChange of Liberate. We
entered into a non-disclosure agreement with SeaChange on July 15, 2004. SeaChange indicated to us that it would be interested in potentially
acquiring Liberate's European business but not our entire company. Over the course of months, we engaged in a number of business discussions
with SeaChange regarding the framework for a potential sale of our European business.

After we had entered into the Asset Purchase Agreement with Double C to sell our North American business in January 2005, we and our
financial advisor reinitiated contact with SeaChange and approximately 14 other parties to determine their interest in potentially acquiring
Liberate's remaining business outside of North America. We also contacted as part of such 14 parties two of our major customers, ntl
Communications Services Limited ("ntl") and Telewest Communications Group Limited ("Telewest"), to determine their interest. SeaChange
confirmed that it was still highly interested in exploring a potential acquisition of Liberate's remaining business. Two other parties indicated an
interest in exploratory discussions. However, all other parties, including ntl and Telewest, indicated that they were not interested in a potential
acquisition of our remaining business.

Over the course of the following weeks, SeaChange and the other two interested parties conducted due diligence, including a thorough
review of our business, technology, and intellectual property. We also engaged in a number of business discussions with these three parties to
discuss potential terms of a transaction.
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In late February 2005, we began negotiation of principal terms with SeaChange regarding a proposed purchase of the assets of our business
outside of North America. SeaChange indicated it was prepared to proceed with completion of its due diligence and negotiation of definitive
agreements once the parties reached a preliminary understanding with respect to principal terms. However, SeaChange requested that we enter
into an exclusive negotiation commitment as a condition to SeaChange proceeding with further diligence and negotiation of definitive
agreements for the proposed transaction. At this time, the other two parties had not submitted any written proposals, and had orally indicated
valuations that were below SeaChange's proposal. On February 24, 2005, we reached a preliminary understanding with SeaChange and entered
into a letter agreement dated February 24, 2005 pursuant to which we agreed to engage in exclusive negotiations with SeaChange with respect to
an asset purchase of our business outside of North America for a period from February 24, 2005 to March 23, 2005.

We and our legal counsel, Skadden, Arps, Slate, Meagher & Flom LLP, commenced preparing the first draft of an asset purchase
agreement. On March 3, 2005, we provided the first draft of an asset purchase agreement to SeaChange and its legal counsel. Over the course of
the following weeks, we and SeaChange and our respective legal counsels engaged in numerous negotiations of the terms of the asset purchase
agreement, including terms relating to assumed liabilities, price adjustments, employee related obligations, deal protection, indemnity
obligations, closing contingencies and other customary terms for this type of transaction. In particular, SeaChange insisted that we obtain all
required consents to assign customer agreements with our major cable customers (ntl, Telewest and United Pan-Europe Communications, N.V.
("UPC")) as a condition to the closing of the asset sale.

Concurrently with our negotiations, SeaChange continued its extensive due diligence review of our technology and business. SeaChange
and its legal counsel made frequent and numerous requests for, and were provided with, documents and materials pertaining to our business and
technology. SeaChange also made a site visit to our San Mateo location on April 6, 2005 to perform detailed diligence on our technology and
engineering organization.

On April 4, 2005, David Lockwood, our Chairman and Chief Executive Officer, met with the Eric Tveter, President of Telewest, to inform
Telewest of our proposed asset sale to SeaChange, and to request their consent to the transaction. Mr. Tveter first expressed that Telewest had
reconsidered their interest in potentially acquiring our European business and was prepared to engage in a discussion on such acquisition. He
also stated that he had previously communicated with ntl and that ntl was potentially interested in cooperating with Telewest on such transaction.
Mr. Tveter indicated the valuation that Telewest and ntl together were prepared to consider; however, such valuation was below the
consideration that SeaChange had proposed. Upon being informed of our proposed transaction, Mr. Tveter expressed approval of the transaction
with SeaChange. Mr. Tveter agreed to instruct his organization to execute appropriate documentation to provide Telewest's consent and approval
of the asset sale to SeaChange and the assignment to SeaChange of our customer agreement with Telewest.

On April 6, 2005, Mr. Lockwood met with Simon Duffy, CEO of ntl. Mr. Lockwood informed Mr. Duffy of our proposed asset sale to
SeaChange. Mr. Duffy expressed his support for the transaction and indicated that ntl would consent to SeaChange's purchase of our remaining
business outside of North America.

On April 14, Phil Vachon, President of Liberate International, contacted Sudhir Ispahani, Chief Technology Officer of UPC, to inform UPC
of our proposed asset sale to SeaChange. Mr. Ispahani also expressed approval of the transaction and indicated that UPC would consent to our
assignment to SeaChange of our customer agreement with UPC.

During the period from January 2005 until the execution of the asset purchase agreement with SeaChange, our board of directors held
several meetings at which our management, legal counsel and, in some cases, Allen & Company informed the board of the status and progress of
our strategic
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process, including meetings on March 8 and March 25, 2005. Our management provided updates on negotiations with SeaChange and
interactions with interested parties, and received guidance from the board of directors.

We substantially completed our negotiation of the terms of the asset purchase agreement and other transaction documents on April 14,
2005. On April 15, 2005, our board of directors held a meeting to discuss SeaChange's proposed asset purchase transaction. Our management
and a representative of Skadden Arps provided an update to the board of directors on the negotiations with SeaChange, and reviewed a detailed
summary of the terms of the asset purchase agreement and related transaction documents. A representative of Skadden Arps also advised the
board of directors of its legal obligations and fiduciary duties in the context of the proposed asset sale to SeaChange. Allen & Company
reviewed for the board of directors the discussions it held with potential strategic partners in the preceding year, the outcome of those
discussions to date and the fact that the only definitive proposal resulting from those discussions was from SeaChange. Allen & Company also
noted that indications of valuation from the other two interested parties as well as from ntl and Telewest were below the consideration offered by
SeaChange. Allen & Company provided an analysis of the transaction with SeaChange and delivered Allen & Company's opinion (later
confirmed in writing) that the consideration to be received by Liberate in the proposed transaction was fair, from a financial point of view, to
Liberate. A copy of the written opinion of Allen & Company is attached to this proxy statement as Annex C. Following discussion, our board of
directors determined that the asset sale pursuant to the asset purchase agreement with SeaChange was expedient and for the best interests of
Liberate and its stockholders, approved the asset purchase agreement and the transactions contemplated thereby, and resolved to recommend that
our stockholders approve the sale of substantially all of the assets relating to our Non-North America business pursuant to the asset purchase
agreement with SeaChange.

Later on April 15, 2005, Liberate and SeaChange executed and exchanged signature pages to the asset purchase agreement and other
transaction documents.

On the morning of April 18, 2005, prior to the opening of the stock market, SeaChange and Liberate issued a joint press release announcing
the purchase by SeaChange of substantially all of the assets relating to Liberate's Non-North America business pursuant to the asset purchase
agreement.

Reasons for the Asset Sale

In reaching its decision to approve and recommend the asset purchase agreement and the asset sale, our board of directors consulted with
our management and financial and legal advisors, and considered a variety of factors, including the following:

Alternatives. Our board of directors considered the fact that, over a period of approximately 17 months, we solicited indications of interest
from a number of parties in potential strategic transactions with Liberate, including the possible sale of all or a portion of Liberate's assets or
business. Several potential strategic partners previously identified for Liberate had indicated little interest or had discontinued discussions with
us. Only SeaChange made a definitive acquisition proposal of our business outside of North America. The unanimous view of our board of
directors was that the final agreement with SeaChange was the best available alternative for Liberate and our stockholders, taking into account
the terms of the transaction, including price and type of consideration, assumed liabilities and closing contingencies, and the ability of
SeaChange to consummate a transaction in the most expeditious time and manner. In particular, our board of directors considered the indication
of interest from two other companies and ntl and Telewest less favorable because their proposed consideration was less than the proposal made
by SeaChange and would likely require significant additional negotiations and due diligence.
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The Opportunities and Challenges Facing Liberate and the Uncertainties Surrounding Liberate's Ability to Achieve Business
Success. Our board of directors considered the opportunities and challenges facing us, as well as the uncertainties surrounding our ability to
successfully execute our business plan. Specifically, our board of directors considered the opportunities and challenges relating to, among other
things, the uncertainty in our remaining business outside of North America to be a sustainable and successful stand-alone business given the
costs of being a publicly-traded company, the uncertainty of successfully licensing our software platform to additional cable customers, and the
uncertainty of having sufficient resources to continue development of new technologies to compete with new offerings from competitors with
significantly greater resources. Our board of directors also considered the challenges and risks we face in preventing our customers from
switching to our competitors' technology prior to or upon the expiration of our existing customer agreements. In addition, our board considered
that cable companies are increasingly adopting strategies of internal development rather than licensing third party software platforms such as
ours. If one or more major cable companies were to develop its own technology, the prospects of Liberate's licensing business would be
significantly diminished without a potential licensing transaction with such cable companies. In addition, our board of directors also considered
the lack of prospects for potential licensing transactions in the near future; the technology risks and the potential costs of further developing our
TV Navigator software for markets outside of North America, the untested nature of our new subscription royalty model; the potential adoption
of competitive technologies, such as those from NDS, OpenTV or an internal development group controlled by one of the large cable
companies; the ongoing need to successfully defend against patent infringement actions against us; and the risk of meeting market expectations
regarding the pace of signing new licensing agreements for our software platforms.

Fairness Opinion. Our board of directors considered the oral opinion of Allen & Company delivered at the April 15, 2005 meeting of the
board of directors, and subsequently confirmed in writing on the same date, to the effect that, as of such date, and based upon and subject to the
matters set forth in its opinion, the $25.5 million in cash, subject to adjustment and the assumption by SeaChange of specified liabilities and
obligations of Liberate and Liberate Technologies B.V. relating to the Non-North America business, to be received by Liberate in the asset sale
is fair from a financial point of view to Liberate.

Business Synergies and Customer Approval.  Our board of directors considered the business synergies between Liberate and SeaChange.
SeaChange is a provider of video-on-demand technology to many of our customers and has an intimate understanding and appreciation of our
non-North America software platforms and our development and engineering organization. Our significant customers, ntl and Telewest, have
expressed a preference for SeaChange over a number of other parties as a potential acquirer of our remaining business. Moreover, when
informed of the proposed asset sale to SeaChange, executives of these companies expressed approval of the transaction and willingness to
provide necessary consent to assignment of our customer agreements to SeaChange. Our board of directors believed that these facts would
increase the likelihood of the consummation of the asset sale to SeaChange.

Terms of the Asset Purchase Agreement. Our board of directors considered the general terms and conditions of the asset purchase
agreement, and, with the assistance of legal counsel, considered in detail specific provisions of the asset purchase agreement, including: (i) the
definition of material adverse effect; (ii) the prohibition on our solicitation of other acquisition proposals, but the ability of Liberate to engage in
any negotiations concerning, or provide any confidential information or data to and otherwise have any discussion with any person relating to,
an alternative proposal if we receive an unsolicited alternative proposal that our board of directors determines is reasonably likely to lead to a
superior proposal and certain requirements are met; (iii) the ability of our board of directors to withdraw its recommendation to our stockholders
with respect to the asset sale (and terminate the asset purchase agreement) in the exercise of its fiduciary duties and under specified conditions;
(iv) the
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reimbursement of SeaChange's reasonable costs and expenses up to a maximum of $400,000 upon the termination of the asset purchase
agreement by SeaChange under certain circumstances; and (v) the fact that there are no indemnification provisions and no escrowed funds under
the asset purchase agreement.

Employment Offers. Our board of directors also considered that SeaChange would extend offers of employment to all employees who are
actively employed in and/or primarily provide services to our Non-North America business.

Lack of Financing Condition. Our board of directors considered that the purchase price in the asset purchase agreement is in cash and is
not tied to Liberate's ongoing financial performance or operating results and SeaChange's obligation to consummate the asset sale is not subject
to any financing contingencies, providing greater certainty for Liberate and our stockholders.

Taxable Transaction. Our board of directors considered that although the asset sale will result in a taxable gain to Liberate for United
States federal income tax purposes, a substantial portion of the taxable gain is anticipated to be offset by current year losses from operations and
available net operating loss carryforwards.

Expenses. Our board of directors also considered that Liberate will incur costs and expenses in connection with completing the asset sale
which are estimated to be approximately $2,100,000 and there will be substantial management time and effort devoted to closing the asset sale,
which could cause disruptions to our business.

Employment Agreements. Our board of directors considered that under employment agreements with certain executives, Liberate will be
required to make termination payments to these executives if their employment is terminated following the asset sale. The total cost of such
payments would be approximately $2,250,000 to $3,000,000 in the aggregate.

Risk of Not Completing Asset Sale. While our board of directors expects to complete the asset sale, our board of directors also considered
that there is no assurance that all conditions to the parties' obligations to complete the asset sale will be satisfied or waived and, as a result, it is
possible that the asset sale may not be completed.

The foregoing discussion of the information and factors considered by our board of directors is not exhaustive. Our board of directors did
not quantify or attach any particular relative or specific weight to the various factors it considered in reaching its determination that the asset sale
is fair to and in the best interests of Liberate and its stockholders. Rather, the determination to recommend that our stockholders approve the
asset purchase agreement and the asset sale was made after consideration of all of the factors taken as a whole. In addition, individual members
of our board of directors may have given different weights to different factors.

Recommendation of Our Board of Directors

Our board of directors has determined that the asset sale is expedient and for the best interests of Liberate and its stockholders. Our board of
directors has approved the asset sale pursuant to the asset purchase agreement and recommends that the stockholders vote in favor of the
proposal to approve and adopt the asset sale pursuant to the asset purchase agreement.

Opinion of Our Financial Advisor

Our board of directors retained Allen & Company to act as Liberate's financial advisor in connection with a review and analysis of our
potential strategic alternatives, including the sale of our Non-North America business. As part of the engagement, Allen & Company was
requested to consider
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whether the cash consideration to be received by Liberate in the asset sale was fair, from a financial point of view, to Liberate. At a meeting of
the board of directors held on April 15, 2005, Allen & Company delivered its oral opinion, subsequently confirmed in writing, to the effect that,
as of April 15, 2005, the consideration to be received by Liberate in the sale of our Non-North America business is fair, from a financial point of
view, to Liberate.

The full text of Allen & Company's written opinion is attached as Annex C to this proxy statement, and describes the assumptions made,
matters and factors considered, procedures followed and limits on the review undertaken in rendering the opinion. The summary description of
Allen & Company's opinion contained in this document should be reviewed together with the full text of the written opinion, which you are
urged to read carefully in its entirety. The summary of the opinion of Allen & Company set forth in this document is qualified in its entirety by
reference to the full text of Allen & Company's written opinion.

Allen & Company's opinion is for the benefit of our board of directors and its opinion was rendered to the board of directors solely in
connection with its consideration of the sale of our Non-North America business. Allen & Company's opinion is not intended to, and does not,
constitute a recommendation to any holder of Liberate's common stock as to whether such holder should vote to approve any matter related to
the sale of our Non-North America business. Allen & Company's opinion does not address the relative merits of the sale of our Non-North
America business versus any alternative business transaction that might be available to Liberate, or Liberate's underlying decision to pursue the
sale of our Non-North America business.

In arriving at its opinion, Allen & Company, among other things:

reviewed the financial terms and conditions of a draft of the asset purchase agreement, dated April 14, 2005, and certain
related documents (which prior to the delivery of Allen & Company's opinion had not been executed by Liberate and
SeaChange but were substantially similar to the executed versions of the documents);

ii.
participated in certain discussions and negotiations among representatives of Liberate and SeaChange and their respective
legal advisors;

ii.
reviewed certain publicly available historical financial and operating information filed by Liberate with the Securities and
Exchange Commission;

iv.
held discussions with members of the senior management of Liberate with respect to the business prospects and financial
condition of Liberate and our Non-North America business;

v.
reviewed certain information furnished to Allen & Company by Liberate, including financial performance and financial
forecasts for fiscal years 2005-2010, relating to the business, earnings, cash flow, assets, liabilities and prospects of Liberate
and its affiliates and our Non-North American business;

vi.
reviewed the general trends in the interactive television services industry;

vii.
analyzed the common stock price and valuation multiples of selected publicly traded companies that Allen & Company
deemed to be relevant;

viii.
reviewed the financial terms, to the extent publicly available, of certain mergers, acquisitions and asset sale transactions
which Allen & Company believed to be generally comparable to the sale of our Non-North America business; and

iX.

considered such other factors and performed such other analyses as Allen & Company deemed appropriate.
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In rendering its opinion, Allen & Company assumed and relied upon the accuracy and completeness of the financial and other information
that was available to Allen & Company from public sources, that was provided to Allen & Company by Liberate or its representatives, or that
was otherwise reviewed by Allen & Company. Allen & Company did not assume any responsibility for, and did not conduct, any independent
verification of such information or any independent valuation or appraisal of any of the assets of SeaChange or Liberate, including our
Non-North America business, or the solvency of any of their respective affiliates. In addition, Allen & Company assumed no obligation to
conduct any physical inspection of the properties or facilities of the Non-North America business. With respect to the financial forecasts referred
to above, Allen & Company assumed that they were reasonably prepared on a basis reflecting the best then-currently available estimates and
judgments of the management of Liberate as to the future financial performance of Liberate generally and our Non-North America business in
particular, and that such financial information was materially complete. Allen & Company assumed no responsibility for, and expressed no view
as to, those forecasts or the assumptions on which they were based. Further, Allen & Company's opinion was necessarily based on economic,
monetary, market and other conditions as in effect on the date of its opinion, and the information made available to Allen & Company as of the
date of its opinion. In rendering its opinion, Allen & Company assumed that the asset sale will be consummated on the terms set forth in the
asset purchase agreement, without any waiver or modification by the parties to the asset purchase agreement of any material terms or conditions
contained in the asset purchase agreement, and that obtaining the regulatory and other approvals necessary in connection with the sale of our
Non-North America business will not have an adverse effect on the ability of Liberate, SeaChange or their respective affiliates to consummate
the sale of our Non-North America business on the terms and subject to the conditions set forth in the asset purchase agreement. Allen &
Company also assumed that no material changes would be made to the asset purchase agreement or any related documents from the drafts
Allen & Company reviewed for purposes of rendering its opinion, and that the representations and warranties of SeaChange and Liberate
contained in the asset purchase agreement are true and complete in all respects material to Allen & Company's analysis. Allen & Company also
assumed that management of Liberate is not aware of any information or facts that would make the information provided to Allen & Company
incomplete or misleading, and that there had been no material change to Liberate's or our affiliates' assets, financial condition, results of
operations, business or prospects since the date of the last financial statements made available to Allen & Company prior to the date of its
opinion. In regard to all legal, financial reporting and accounting matters, Allen & Company relied on (i) the advice of counsel, (ii) public filings
made by Liberate and (iii) reports provided by Liberate to Allen & Company. In rendering its opinion, Allen & Company did not attempt to
assign any value to any other arrangements entered into by Liberate, SeaChange and their respective affiliates in connection with the asset
purchase agreement.

This summary is not a complete description of Allen & Company's opinion to our board of directors or the financial analyses performed
and factors considered by Allen & Company in connection with its opinion. The preparation of a fairness opinion is a complex analytical process
involving various determinations as to the most appropriate and relevant methods of financial analysis and the application of those methods to
the particular circumstances and, therefore, a fairness opinion is not readily susceptible to summary description. Allen & Company believes that
its analyses and this summary must be considered as a whole and that selecting portions of its analyses and factors or focusing on information
presented in tabular format, without considering all analyses and factors or the narrative description of the analyses, could create a misleading or
incomplete view of the processes underlying Allen & Company's analyses and opinion.

In performing its analyses, Allen & Company considered industry performance, general business, economic, market and financial
conditions and other matters existing as of the date of its opinion, many of which are beyond the control of Liberate. No company or business

used in the analyses as a comparison is identical to Liberate, and an evaluation of the results of those analyses is not entirely
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mathematical. Rather, the analyses involve complex considerations and judgments concerning financial and operating characteristics and other
factors that could affect the acquisition, public trading or other values of the companies or business segments analyzed. The estimates contained
in Allen & Company's analysis and the ranges of valuations resulting from any particular analysis are not necessarily indicative of actual values
or future results, which may be significantly more or less favorable than those suggested by its analyses. In addition, analyses relating to the
value of businesses or securities do not necessarily purport to be appraisals or to reflect the prices at which businesses or securities actually may
be sold. Accordingly, Allen & Company's analyses and estimates are inherently subject to substantial uncertainty. The type and amount of
consideration payable in the sale of our Non-North America business was determined through negotiation among the parties to the transactions,
and the decision to enter into the transactions was solely that of our board of directors. Allen & Company's opinion and financial analyses were
only two of many factors considered by the board of directors in its evaluation of the transactions and should not be viewed as determinative of
the views of the board of directors or Liberate management with respect to the sale of our Non-North America business or the consideration to
be paid in connection with the asset sale.

The following are summaries of the material financial and comparative analyses utilized by Allen & Company in arriving at its opinion.
Some of these summaries include information in a tabular format. In order to understand fully the financial analyses used by Allen & Company,
the tables must be read together with the text of each summary. The tables do not constitute a complete description of the analyses.

Discounted Cash Flow Analysis. Allen & Company performed two discounted cash flow analyses to estimate the present value of the
future unlevered, after-tax cash flows of Liberate's Non-North America business. A discounted cash flow analysis is a traditional valuation
methodology used to derive a valuation of an asset by calculating the "present value" of estimated future cash flows of the asset. "Present value"
refers to the current value of future cash flows or amounts and is obtained by discounting those future cash flows or amounts by a discount rate
that takes into account macro-economic assumptions and estimates of risk, the opportunity cost of capital, expected returns and other appropriate
factors.

The first discounted cash flow analysis was based on financial estimates under the terms of the current contracts (for the fiscal years ending
May 31, 2006 and May 31, 2007) provided to Allen & Company by Liberate's management. Using a range of discount rates of 13.0% to 16.0%,
based on a weighted average cost of capital analysis performed by Allen & Company and no terminal value, Allen & Company calculated an
implied valuation range for Liberate's Non-North America business of between $9.2 million and $9.5 million. Allen & Company noted that the
consideration to be paid by SeaChange for the Non-North America business is $25.5 million pursuant to the asset purchase agreement. Allen &
Company's assumption of no terminal value for the purpose of this first discounted cash flow analysis was intended to assess the approximate
value of the existing contracts under their current terms given the uncertainty around our ability to renew our European contracts.

The second discounted cash flow analysis Allen & Company performed used a longer-term set of financial projections and a revised cost
structure in order to evaluate the effect on valuation of operating the Non-North American business assuming we could competitively secure the
renewal of our European contracts. Our management provided Allen & Company financial estimates through May 31, 2010 under a revised cost
structure to reflect the additional costs of product updates and customer support. Using a range of discount rates of 13.0% to 16.0%, based on a
weighted average cost of capital analysis performed by Allen & Company, and terminal values of 7.5x - 12.5x 2010 EBITDA (based on
comparable companies), Allen & Company calculated an implied valuation range for Liberate's Non-North America business of between
$8.2 million and $24.1 million. Allen & Company noted that the consideration to be paid by SeaChange for the Non-North America business is
$25.5 million pursuant to the asset purchase agreement.
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Comparable Company Analysis. Allen & Company compared certain financial and operating multiples for Liberate's Non-North America
business with the corresponding financial and operating multiples for the following group of selected publicly traded companies that Allen &
Company deemed to be generally comparable to Liberate's Non-North America business. The comparable companies, which are listed below,
represent selected companies in the interactive television industry:

Gemstar-TV Guide International, Inc.
NDS Group plc

OpenTV Corp.

SeaChange International, Inc.

TiVo Inc.

Allen & Company calculated the "enterprise value" (as defined below) of each of the comparable companies as a multiple of estimated
revenues for the calendar years ending 2004, 2005 and 2006, and, where applicable, as a multiple of estimated earnings before interest, taxes and
depreciation and amortization, or EBITDA, for the calendar years ending 2004, 2005 and 2006. Enterprise value was calculated as the sum of
equity value, debt, preferred stock and minority interests, less cash and any unconsolidated interests. The results of this analysis are summarized
below:

Comparable Multiple Range

Metric Low Median Mean High

Enterprise Value Multiples

2004E Revenues 1.0x 2.5x 2.4x 3.6x
2005E Revenues 0.9x 1.8x 2.0x 2.9x
2006E Revenues 0.8x 1.5x 1.5x 2.2x
2004E EBITDA 8.7x 15.9x 13.7x 16.5x
2005E EBITDA 7.4x 12.5x 13.4x 20.3x
2006E EBITDA 4.3x 6.6x 7.1x 10.4x

Allen & Company compared this range of implied multiples to the 2.2x multiple of 2005 estimated calendar-year revenues and 1.9x 2006
estimated calendar-year revenues for Liberate's Non-North America business implied by the $25.5 million price to be paid by SeaChange, which
are within the range of 2005 estimated and 2006 estimated multiples of the comparable companies. Since Liberate's Non-North America
business has a cost structure that reflects only business maintenance levels expenses (as opposed to the full cost required to competitively service
and renew the European contracts), no relevant basis existed to which to compare the multiples of EBITDA of the comparable companies.

To calculate the multiples utilized in the comparative company analysis, Allen & Company used publicly available information concerning
the historical and projected financial performance of the comparable companies, including public historical financial information and recent
Wall Street analyst reports containing future revenue and EBITDA estimates.

No company utilized in the comparative company analysis is identical to Liberate's Non-North America business. Interpreting the results of
this analysis therefore requires weighing complex considerations and judgments regarding the financial and operating characteristics of
Liberate's Non-North America business and the comparable companies, as well as other factors that could affect their public trading values. The
numerical results are not in themselves meaningful in analyzing the contemplated transaction as compared to the comparable companies.
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Comparable Company Analysis Plus Enterprise Value Premium. Allen & Company also applied an enterprise value premium analysis to
the range of implied enterprise values from the comparative company analysis above. To derive a range of enterprise value premiums, Allen &
Company analyzed merger and acquisition transactions involving transaction amounts up to $150.0 million in value that had been completed
since 2000 in the software industry. This analysis yielded a range of enterprise value premiums from 0.9% to 519.2%, with a median premium of
36.2%, based on the transaction value relative to its value one day prior to announcement of the applicable transaction.

Allen & Company applied the low (0.9%), median (36.2%) and high (519.2%) premiums to Liberate's implied value, based on the range of
enterprise value to revenue multiples as described under "Comparable Company Analysis," of Liberate's Non-North America business based on
its 2005 estimated and 2006 estimated calendar-year revenues. This analysis yielded implied enterprise values for Liberate's Non-North America
business of between $10 million and $214 million, with medians of $28 million (based on 2005 estimated calendar-year revenues) and
$29 million (based on 2006 estimated calendar-year revenues). Allen & Company compared this range of implied enterprise values for
Liberate's Non-North America business to the $25.5 million enterprise value to be paid by SeaChange for Liberate's Non-North America
business in the asset sale.

Comparative Transaction Analysis. Using publicly available information, Allen & Company considered selected transactions in the
interactive television industry that Allen & Company deemed to be generally similar to the proposed transaction. Specifically, Allen & Company
reviewed the following transactions that it deemed to be generally comparable to the proposed asset sale:

Gemstar International Group Ltd.'s acquisition of VideoGuide, Inc., announced in July 1996;

Gemstar's acquisition of StarSight Telecast, Inc., announced in December 1996;

Liberate's acquisition of SourceMedia, Inc., announced in January 2000;

Liberty Media Corporation's acquisition of OpenTV, announced in May 2002;

Thomson's acquisition of Canal+ Technologies, announced in September 2002;

OpenTV's acquisition of Wink Communication, Inc., announced in September 2002;

OpenTV's acquisition of ACTV, Inc., announced in September 2002;

Kudelski Group's acquisition of MediaGuard from Thomson, announced in August 2003;

NDS Group plc's acquisition of MEDIAHIGHWAY from Thomson, announced in August 2003;

Comcast's formation of Guideworks with Gemstar, announced in February 2004;

Echostar Communications Corp.'s long-term license and distribution agreement with Gemstar-TV Guide International, Inc.,
announced in February 2004;

Tandberg's acquisition of systems and monitoring provider N2 Broadband announced in December 2004; and

Double C Technologies' acquisition of our North American business announced in January 2005.
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Using publicly available information concerning historical financial performance, Allen & Company calculated the transaction values for
these comparable transactions as a multiple of revenue of the
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target companies for the twelve months immediately preceding the announcement of the respective transactions, or "LTM revenue." This
analysis resulted in the following multiples of LTM revenue:

High 28.8x
Mean 7.9x
Median 4.6x
Low 1.3x

Allen & Company compared this range of implied multiples to the 2.2x multiple of 2005 estimated calendar-year revenue implied by the
price to be paid by SeaChange in the proposed asset sale.

No company utilized in the comparative transaction analysis is identical to Liberate's Non-North America business nor is any transaction
identical to the proposed asset sale between Liberate and SeaChange. An analysis of the results therefore requires complex considerations and
judgments regarding the financial and operating characteristics of Liberate's Non-North America business and the companies involved in the
comparable transactions, as well as other factors that could affect their publicly-traded and/or transaction values. The numerical results are not in
themselves meaningful in analyzing the proposed asset sale as compared to the comparable transactions.

Allen & Company is a nationally recognized investment banking firm that, as part of its investment banking business, is regularly engaged
in the valuation of businesses and their securities in connection with mergers and acquisitions, private placements and related financings,
bankruptcy reorganizations and similar recapitalizations, negotiated underwritings, secondary distributions of listed and unlisted securities, and
valuations for corporate and other purposes. Liberate retained Allen & Company based on those qualifications as well as its familiarity with
Liberate, its management and the industry.

In addition, in the ordinary course of Allen & Company's business, Allen & Company and its affiliates may have long or short positions,
either on a discretionary or nondiscretionary basis, for it and its affiliates’ own account or for those of its and its affiliates' clients, in the
securities of Liberate and/or SeaChange. Allen & Company has not in the past performed financial advisory services for SeaChange for which it
has received customary fees. Allen & Company does not have an equity interest in Liberate or SeaChange.

Under the terms of an engagement letter, dated as of February 26, 2004, Liberate has agreed to pay Allen & Company 1.75% of the
consideration received for the asset sale. Liberate has also agreed to reimburse Allen & Company for its reasonable out-of-pocket expenses,
including, without limitation, reasonable fees of Allen & Company's legal counsel and all reasonable travel, database and courier expenses in
connection with this engagement, and to indemnify Allen & Company and certain related persons against certain liabilities, including liabilities
under the federal securities laws, relating to or arising out of Allen & Company's engagement.

Vote Required to Approve the Asset Sale and the Asset Purchase Agreement; Stockholder Voting Agreement

Under Section 271 of the Delaware General Corporation Law and under our Amended and Restated Bylaws, the asset sale requires
approval by the holders of a majority of the outstanding shares of our common stock entitled to vote at the special meeting. If we fail to obtain
the stockholder approval of the asset sale, we will not be able to consummate the asset sale and either Liberate or SeaChange may terminate the
asset purchase agreement.

As of David Lockwood, our Chairman and Chief Executive Officer, and the Lockwood Fund LLC (a private investment fund
managed by Lockwood Capital Advisors LLC, of which Mr. Lockwood is the Managing Member) together owned of record shares,
representing approximately % of our outstanding common stock. Mr. Lockwood and Lockwood
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Fund have entered into a stockholder voting agreement pursuant to which each has appointed SeaChange as such stockholder's proxy and
attorney-in-fact to vote the shares held by such stockholder as of the record date in favor of the proposal approving and adopting the asset sale
pursuant to the asset purchase agreement. A copy of the stockholder voting agreement is attached as Annex B to this proxy statement.

Conditions to Completion of the Asset Sale; Termination of the Asset Purchase Agreement
Conditions to Completion of the Asset Sale

The parties' obligations to consummate the asset sale are subject to the prior satisfaction or waiver of the conditions set forth below:

approval and adoption by our stockholders of the asset sale pursuant to the asset purchase agreement.

SeaChange's obligation to consummate the asset sale is also subject to the prior satisfaction or waiver of the additional conditions set forth
below:

the representations and warranties of Liberate and Liberate Technologies B.V. must be true and correct, disregarding any
materiality qualifiers, as of April 15, 2005 (unless an earlier date is specified) and as of the closing date, with only such
exceptions as do not individually or in the aggregate have or may not reasonably be expected to have a material adverse
effect on Liberate, our Non-North America business or the assets to be sold;

performance or compliance in all material respects with all obligations and covenants required by the asset purchase
agreement to be performed or complied with by Liberate and Liberate Technologies B.V. prior to closing;

delivery of officers' certificates;

the absence of any material adverse effect on our North America business, the assets to be sold or our ability and the ability
of Liberate Technologies B.V. to perform our obligations under and consummate the contemplated transactions;

the absence of any injunction or legal restraint that would prevent consummation of the contemplated transactions or subject
them to a condition that would reasonably be expected to have a material adverse effect on our Non-North America business
or the assets to be sold or SeaChange or its affiliates;

Liberate's delivery of audited financial statements for the Non-North America business as of May 31, 2004 and May 31,
2005;

Liberate's delivery of required consent to assignment of certain license agreements with certain customers; and

the absence of any material breach by Liberate of any principal customer agreement that has not been cured after having
received written notice of such breach.

Liberate and Liberate Technologies B.V.'s obligations to consummate the asset sale are also subject to the prior satisfaction or waiver of the
additional conditions set forth below:

SeaChange's representations and warranties must be true and correct, disregarding any materiality qualifiers, as of April 15,
2005 (unless an earlier date is specified) and as of the closing date, with only such exceptions as do not individually or in the
aggregate have or may not reasonably be expected to have a material adverse effect on SeaChange;
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delivery of officers' certificates; and
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the absence of any injunction or legal restraint that would prevent consummation of the contemplated transactions or subject
them to a condition that would reasonably be expected to have a material adverse effect on Liberate and its affiliates taken as
a whole.

For purposes of the asset purchase agreement, a material adverse effect on Liberate, Liberate Technologies B.V., SeaChange or any affiliate
thereof, means a material adverse effect on (i) the business, assets, financial condition or results of operations of such entity and its subsidiaries,
taken as a whole or (ii) the ability of such entity to perform its obligations under the asset purchase agreement and to consummate the
transactions contemplated by the asset purchase agreement. A material adverse effect on the assets to be sold means a change, event, violation,
inaccuracy, circumstance or effect that materially and adversely affects the ownership, value, or use of such assets in the aggregate. A material
adverse effect on our Non-North America business means a change, event, violation, inaccuracy, circumstance or effect that materially and
adversely affects the business, assets or liabilities of our Non-North America business.

In determining whether there has been or will be a material adverse effect, none of the following factors may be taken into account: (i) any
change, event, violation, inaccuracy, circumstance or effect resulting from: (A) compliance with the terms and conditions of the asset purchase
agreement with SeaChange or the asset purchase agreement, dated as of January 14, 2005, by and among Liberate, Liberate Technologies
Canada Ltd. and Double C Technologies, LLC, (B) the announcement or pendency of the asset sale with SeaChange or the Double C
Agreement, (C) changes affecting the industry in which such person, the assets to be sold or the Non-North America business, as applicable,
operates generally or the United States or European economy generally (which changes in each case do not disproportionately affect such
person, the assets to be sold or the Non-North America business, as applicable, in any material respect) and (D) changes affecting general
worldwide economic or capital market conditions (which changes in each case do not disproportionately affect such person, the assets to be sold
or the Non-North America business, as applicable, in any material respect), (ii) stockholder class action litigation relating to the asset purchase
agreement or the Double C Agreement and (iii) any failure by such person or the Non-North America business, as applicable, to meet published
revenue or earnings projections (in the absence of a material deterioration in the business or financial condition of such person or the Non-North
America business, as applicable, that would otherwise constitute a material adverse effect but for this clause).

Termination of the Asset Purchase Agreement

The asset purchase agreement may be terminated and the asset sale abandoned at any time prior to the closing (whether before or after
stockholder approval) under the following circumstances:

by mutual written consent of Liberate and SeaChange;

by Liberate or SeaChange if the closing does not occur by October 15, 2005, other than as a result of a failure by the party
proposing to terminate the asset purchase agreement to perform any of its obligations;

by Liberate or SeaChange if our stockholders do not approve and adopt the asset sale pursuant to the asset purchase
agreement, other than as a result of a failure by the party proposing to terminate the asset purchase agreement to fulfill any
obligation under the agreement that contributes to the failure to obtain stockholder approval;

by Liberate or SeaChange if any order, decree or ruling permanently restraining, enjoining or otherwise prohibiting
consummation of the contemplated transactions becomes final and non-appealable;

by Liberate upon SeaChange's uncurable material breach of any representation, warranty, covenant or agreement;
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by Liberate if (i) we are not in material breach of any terms of the asset purchase agreement, (ii) our board of directors has
authorized us to enter into a binding written agreement concerning a transaction that constitutes a superior proposal and we
notify SeaChange in writing that we intend to enter into such an agreement, and (iii) SeaChange does not within two
business days of receipt of such notice, make an offer that our board of directors determines, in good faith after consultation
with its financial advisors, is no less favorable, from a financial point of view, to our stockholders as the superior proposal;

by Liberate if (i) we have for a period of at least 30 calendar days after notifying SeaChange of a material breach of a
principal customer agreement attempted with reasonable efforts to resolve or cure such material breach in accordance with
the terms of such agreement, (ii) we notify SeaChange that such material breach continues to exist at the end of such 30
calendar day period, (iii) we meet, with certain exceptions, all conditions to closing, and (iv) SeaChange does not within in
five calendar days after our notice waive the condition that we not be in breach of any principal customer agreement;

by SeaChange if Liberate's board of directors (i) fails to recommend the asset sale, (ii) withdraws, modifies or qualifies its
recommendation in a manner adverse to SeaChange, (iii) fails to reconfirm its recommendation within five business days
after a written request to do so or (iv) recommends that our stockholders approve, accept or tender their shares in response to
any alternative proposal (as that term is defined in the asset purchase agreement);

by SeaChange if we breach our non-solicitation covenant;

by SeaChange if we enter into (or our board of directors authorizes entry into) a letter of intent, agreement in principle,
acquisition agreement or other similar undertaking with respect to any alternative proposal; or

by SeaChange upon our or Liberate Technologies B.V.'s uncurable material breach of any representation, warranty, covenant
or agreement.

Effect of Termination

If the asset purchase agreement is terminated, it shall become void with no liability on the part of any party thereto, except (i) for damages
or other liability resulting from any willful or intentional breach and (ii) that Liberate may be required under certain circumstances to reimburse
SeaChange for its reasonable costs and expenses, up to a maximum of $400,000.

Nature of Our Business After the Asset Sale

After the asset sale to SeaChange, we will have no immediate significant operating product or services business. We will continue our
efforts to resolve outstanding liabilities and prosecute and defend pending litigation and pursue other claims as appropriate that we may have
against third parties. We also intend to evaluate and potentially explore all available alternatives. We will continue to work to maximize
stockholder interests with a goal of returning value to our stockholders. Although our board of directors has not yet made any determination,
such alternatives may include dissolution and liquidation of Liberate, a going private transaction effected through a reverse stock split or
otherwise in order to reduce the costs associated with being a public company, a share repurchase, an extraordinary dividend or other
transactions to maximize stockholder value and manage our outstanding liabilities.

Interests of Certain Persons in the Asset Sale

Liberate has entered into employee retention agreements with our executive officers, David Lockwood, Philip Vachon, Gregory Wood and
Patrick Nguyen. Under the terms of the retention
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agreements, in connection with the asset sale, each of these executive officers would become entitled to receive a payment equal to twice his
total taxable compensation for the prior fiscal year, with a minimum payment of $500,000 and a maximum payment of $750,000, upon actual or
constructive termination of his employment within one year following the closing of the asset sale. In that event, Messrs. Lockwood, Vachon,
Wood and Nguyen would be entitled to severance payments in the aggregate equal to a range of $2,250,000 up to $3,000,000. These retention
agreements will not be assigned to SeaChange, and will remain obligations of Liberate following the asset sale. Other than these agreements, no
director, executive officer, associate of any director or executive officer or any other person has any substantial interest, direct or indirect, by
security holdings or otherwise, in the asset sale.

Tax Consequences of the Asset Sale

The following is a summary of certain United States federal income tax consequences from the asset sale. This discussion does not address
any tax consequences arising under the laws of any state, local, or foreign jurisdiction.

The sale of assets by Liberate pursuant to the asset purchase agreement will be a taxable transaction for United States federal income tax
purposes. Accordingly, Liberate will recognize a gain or loss with respect to the sale of assets pursuant to the asset purchase agreement in an
amount equal to the difference between the amount of the consideration received for each asset over the adjusted tax basis in the asset sold. The
amount of consideration will include the amount of liabilities assumed, for United States federal income tax purposes, by SeaChange in the asset
sale. Although the asset sale will result in a taxable gain to Liberate, we believe that a substantial portion of the taxable gain will be offset by
current year losses from operations and available net operating loss carryforwards.

Unaudited Combined Financial Statements of the Non-North America Business

Unaudited combined financial statements presenting the financial condition, results of operations, cash flows and changes in owner's net
investment for the assets relating to Liberate's Non-North America business as if that business had been conducted on a standalone basis for the
three fiscal years ended May 31, 2002, 2003 and 2004 and the nine months ended February 28, 2005 and February 29, 2004 are included in this
proxy statement beginning at page F-1.

Selected Pro Forma Financial Information

Pro forma financial information is attached to this proxy statement as Annex D. The unaudited pro forma condensed consolidated
statements of operations give effect to the asset sale as if it had occurred on June 1, 2001, and the unaudited pro forma condensed consolidated
balance sheet gives effect to the asset sale as if it had occurred on February 28, 2005.

No Appraisal Rights

Our stockholders will not experience any change in their rights as stockholders as a result of the asset sale. Neither Delaware law, our
Certificate of Incorporation nor our Amended and Restated Bylaws provide for appraisal or other similar rights for dissenting stockholders in
connection with the asset sale. Accordingly, Liberate stockholders will have no right to dissent and obtain payment for their shares specifically
as a result of this asset sale.

After the asset sale to SeaChange, we will have no immediate significant operating product or services business. We will continue our
efforts to resolve outstanding liabilities and prosecute and defend pending litigation and pursue other claims as appropriate that we may have
against third parties. We also intend to evaluate and potentially explore all available alternatives. We will continue to work to maximize
stockholder interests with a goal of returning value to our stockholders. Although
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our board of directors has not yet made any determination, such alternatives may include dissolution and liquidation of Liberate, a going private
transaction effected through a reverse stock split or otherwise in order to reduce the costs associated with being a public company, a share
repurchase, an extraordinary dividend or other transactions to maximize stockholder value and manage our outstanding liabilities.

Regulatory Approvals

The asset sale is not subject to review by the United States Federal Trade Commission and the Antitrust Division of the United States
Department of Justice under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended. Liberate is not aware of any other
regulatory requirements or governmental approvals or actions that may be required to consummate the asset sale, except for compliance with the
applicable regulations of the SEC in connection with this proxy statement and compliance with the Delaware General Corporation Law in
connection with the asset sale. Should any such approval or action be required, it is presently contemplated that such approval or action would
be sought. There can be no assurance, however, that any such approval or action, if needed, could be obtained and would not be conditioned in a
manner that would cause the parties to abandon the asset sale.
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THE ASSET PURCHASE AGREEMENT

This section of the proxy statement contains a summary of the material provisions of the asset purchase agreement. It is not intended to
provide any other factual information regarding its terms. This description does not purport to be complete and is qualified in its entirety by the
full text of the asset purchase agreement attached as Annex A to this proxy statement. We recommend that you carefully read the complete asset
purchase agreement for the precise legal terms and other information that may be important to you.

Assets to be Sold

Subject to and upon the terms and conditions set forth in the asset purchase agreement, we are selling to SeaChange substantially all of the
assets relating to our Non-North America business, including the following:

our Non-North America Navigator Platforms, which include all software, including source and object code, and associated
documentation developed and marketed by Liberate and its subsidiaries under the names "TV Navigator 1.x," "TV Navigator
1.x ME," "TV Navigator 2.x ME" and "TV Navigator 4.x";

the intellectual property embodied in or associated with the Non-North America Navigator Platforms and other intellectual
property that is owned by or licensed to Liberate and its subsidiaries and used or held for use in connection with our
Non-North America business;

certain contracts relating to our Non-North America business;

the lease for our San Mateo, California facility;

subject to certain scheduled exceptions, all tangible personal property, including all plant, machinery, equipment, supplies,
inventory, spare parts, tools, leasehold improvements, furniture, furnishings, software, hardware and vehicles, used, held for
use or intended to be used to conduct our Non-North America business;

all transferable licenses, permits, orders, approvals and other authorizations by, and any applications for any of the foregoing
filed with, any governmental authority used, held for use or intended to be used in our Non-North America business;

all books and records (other than tax records and certain other records), relating to our Non-North America business or the
transferred assets;

all prepaid expenses, credits, deferred charges, prepaid items, advances and deposits, or portions thereof, arising out of or
related to the transferred assets or our Non-North America business;

all causes of action, claims and rights against third parties that relate to the transferred assets or our Non-North America
business other than litigation that is specifically being retained by Liberate; and

all goodwill related to the transferred assets or our Non-North America business and the right to represent to third parties
that SeaChange is the successor to our Non-North America business.

Assets to be Retained

We will retain all assets not sold to SeaChange, including the following:
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all of our cash and cash equivalent items, including uncashed checks, received or accrued by us prior to consummation of the
asset sale, and all equity securities owned by Liberate or its affiliates;
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certain assets associated with our Non-North America business and certain other scheduled intellectual property;

our rights under all leases other than the San Mateo, California lease;

rights to or claims for refunds or rebates of taxes and other governmental charges and the benefit of net operating loss
carryforwards, carrybacks, credits or other tax attributes of Liberate;

proprietary or confidential business information, records and policies that relate generally to Liberate and Liberate
Technologies B.V. and are not used, held for use, intended to be used in or otherwise necessary to conduct our Non-North
America business;

all causes of action, claims and rights against (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business subject to certain exceptions;

all assets in respect of any employee benefit plan, other than those, if any, specifically assigned to SeaChange pursuant to the
asset purchase agreement;

all tangible personal property not used, held for use or intended to be used in our Non-North America business, wherever
located, including all machinery, equipment, furniture, furnishings, software, hardware and vehicles, or all tangible personal
property used specifically in connection with Liberate's corporate functions;

all other assets used exclusively in connection with Liberate's corporate functions;

all insurance policies and rights under any employee benefit plans, other than insurance contracts, if any, assumed by
SeaChange pursuant to the asset purchase agreement;

all of Liberate's books and records and other documents related to the sale of our Non-North America business and
negotiations with other parties; and

all accounts receivable, or portions thereof, attributable to or arising out of our Non-North America business billed or
accrued with respect to the period prior to the close of business on the date of the consummation of the asset sale.

Liabilities to be Assumed
In connection with the purchase of the assets, SeaChange will assume certain liabilities related to our Non-North America business,

including:

obligations and liabilities of Liberate and Liberate Technologies B.V. under or with respect to the assigned contracts and
other transferred assets transferred to SeaChange that are to be paid, discharged and performed after the closing of the asset
sale, but only to the extent they are attributable to the period after the closing of the asset sale, except for certain taxes;

pre-closing obligations and liabilities relating to the transferred assets in respect of which SeaChange receives a
corresponding credit pursuant to the purchase price adjustment mechanism in the asset purchase agreement; and

certain obligations and liabilities relating to COBRA coverage and other employee benefit matters, if applicable.

50



Edgar Filing: LIBERATE TECHNOLOGIES - Form PRER14A

Liabilities to be Retained

We will retain all liabilities not assumed by SeaChange, including liabilities relating to:

all leases other than the San Mateo, California lease;
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all causes of action, claims and rights of (i) certain third parties named in the asset purchase agreement (to the extent
attributable to the period prior to the closing of the asset sale), (ii) former officers of Liberate and (iii) other third parties to
the extent not relating to the transferred assets or our Non-North America business;

any contract that is not assigned to SeaChange;

any employee benefit plans other than obligations and liabilities relating to COBRA coverage and insurance contracts
assumed by SeaChange, if any;

any asset that is not transferred to SeaChange;

the conduct or operation of our North America business and any other businesses of Liberate and its affiliates; and

the conduct or operation of our Non-North America business or the ownership of the transferred assets during the period
prior to the close of business on the date of consummation of the asset sale.

Consideration for the Assets
SeaChange has agreed to pay Liberate $25,500,000 million in cash for the assets to be sold, subject to adjustment as described below.
Purchase Price Adjustments

The consideration paid by SeaChange for the assets shall be adjusted as follows:

The purchase price will be decreased by an amount equal to $651,000 per month for the period from April 15, 2005 to the
closing of the asset sale (pro rated for the actual number of days elapsed).

The purchase price will be increased or decreased as necessary to assure that we are responsible for all expenses and
liabilities relating to our Non-North America business prior to the close of business on the closing date, and that SeaChange
is responsible for all such expenses and liabilities after the close of business on the closing date.

The purchase price will be decreased by an amount equal to any customer payments or other advance payments or deposits
received by us or Liberate Technologies B.V. before closing that are attributable to products or services to be provided after
closing and the cost of all accrued vacation for Liberate and Liberate Technologies B.V. employees who accept offers of
employment from SeaChange or one of its subsidiaries.

At least 10 business days prior to the closing, we will deliver to SeaChange a preliminary determination of the adjustments described
above. We will negotiate in good faith with SeaChange to resolve any disputes and to reach an agreement prior to the closing date on the
preliminary adjustments to the purchase price paid at closing. Within 90 days after the closing date, SeaChange will deliver to us a final
determination of any adjustments which were not calculated as of the closing date and any corrections to our preliminary report. If we determine
that there are any discrepancies, we will negotiate in good faith with SeaChange to resolve them. If we cannot resolve the discrepancies we will
jointly retain a national independent public accounting firm not regularly engaged by us or SeaChange to make a final determination.

Representations and Warranties

The asset purchase agreement contains representations and warranties the parties made to each other as of specific dates. The assertions
embodied in those representations and warranties were made
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solely for purposes of the contract between Liberate and SeaChange and may be subject to important qualifications and limitations agreed by the
parties in connection with negotiating its terms. Moreover, certain representations and warranties may not be accurate or complete as of any
specified date because they are subject to a contractual standard of materiality different from those generally applicable to shareholders or were
used for the purpose of allocating risk between the parties rather than establishing matters as facts. For the foregoing reasons, you should not
rely on the representations and warranties as statements of factual information.

Representations and Warranties of Liberate and Liberate Technologies B.V.

In the asset purchase agreement, we make a number of representations and warranties to SeaChange, including with respect to the matters
set forth below:

authority; no conflicts; governmental consents; other corporate matters;
SEC filings; financial statements; absence of changes;
this proxy statement;

taxes;

title to and sufficiency of the assets to be sold;

real property;

intellectual property;

contracts;

legal proceedings;

licenses; compliance with regulatory requirements;
employee benefit matters; labor and employee relations;
receipt of a fairness opinion;

recommendation of our board of directors;

vote required;

brokers;

affiliate transactions;
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no investment company;

insurance;

the rights agreement; and

no alternative proposal.

Representations and Warranties of SeaChange

In the asset purchase agreement, SeaChange makes a number of representations and warranties to us, including with respect to the matters

set forth below:

authority; no conflicts; governmental consents;

this proxy statement;

litigation;
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brokers; and

capital resources.
Covenants

Under the asset purchase agreement, we have made a number of covenants, including the following:

to take all actions necessary to call and hold the special meeting as soon as practicable to approve and adopt the transactions
contemplated by the asset purchase agreement;

to use our reasonable best efforts to do, or cause to be done, all things reasonably necessary, proper or advisable to
consummate the asset sale as soon as reasonably practicable;

to cause our Non-North America business to be conducted in the ordinary course and consistent with past practice and in
compliance in all material respects with all obligations under the assigned contracts;

to use our commercially reasonable efforts to preserve all rights, privileges, franchises and other authority adequate or
necessary for the conduct of our Non-North America business as currently conducted;

to use commercially reasonable efforts consistent with past practice to maintain good relationships with material licensors,
licensees, suppliers, contractors, distributors, customers and others having significant business relationships with our
Non-North America business;

to give prompt notice to SeaChange of (i) any event that would cause any of our representations or warranties in the asset
purchase agreement to be untrue and incorrect in any material respect as of April 15, 2005 and as of the closing of the asset
sale, (ii) any event that will result, or is reasonably likely to result in, the failure of any closing condition in the asset
purchase agreement to be satisfied and (iii) any notice from a third party alleging that their consent may be required in
connection with the asset sale or that the asset sale otherwise may materially violate their rights or confer material remedies
upon them;

not to take or allow any of our subsidiaries to take specified actions relating to our operations pending closing, including
entering into new license agreements with customers, except as expressly contemplated by the asset purchase agreement and
related documents;

to cause our subsidiaries to take all actions necessary to effectuate the asset sale; and

other customary covenants governing the operation of our Non-North America business prior to the closing.

Non-Solicitation Covenant

Under the asset purchase agreement, we have agreed not to (and to not permit our subsidiaries, affiliates, directors, employees or agents to):
(1) solicit, encourage, initiate or otherwise facilitate or participate in any inquiries, negotiations or discussions with respect to an alternative
proposal, (ii) cooperate with or furnish non-public information in connection with an alternative proposal, or (iii) approve, enter into or take any
other actions with respect to an alternative proposal. Under the asset purchase agreement, an alternative proposal means any proposal (other than
(a) as contemplated by the asset purchase agreement or the Double C Agreement, (b) as otherwise proposed by SeaChange or its affiliates, or
(c) solely with respect to the sale of all or part of our North America business) regarding (i) a merger, consolidation, tender offer, share exchange
or other business combination or similar transaction involving Liberate, (ii) the issuance by Liberate of any equity interest in or any voting
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securities of Liberate which constitutes 20% or more of the total of such equity interests or
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voting securities of Liberate, (iii) the acquisition in any manner of 20% or more of the consolidated assets of Liberate or Liberate

Technologies B.V. or any equity interest of Liberate's subsidiaries, (iv) the acquisition by any person of beneficial ownership or a right to
acquire beneficial ownership of, or the formation of any "group" (as defined under Section 13(d) of the Securities Exchange Act of 1934, as
amended) which beneficially owns, or has the right to acquire beneficial ownership of, 20% or more of the then outstanding shares of capital
stock of Liberate or (v) any transaction for any material portion of the assets to be transferred to SeaChange in the asset sale or our Non-North
America business or any transaction the effect of which would be reasonably likely to prohibit, restrict or delay the consummation of the
transactions contemplated by the asset purchase agreement; or the occurrence of any of the transactions described in clauses (i)-(v) above or any
public announcement of a proposal, plan or intention to do any of the foregoing or any agreement to engage in any of the foregoing.

At any time prior to our stockholders' approval and adoption of the asset sale pursuant to the asset purchase agreement, and if we are not
otherwise in material violation of the non-solicitation covenant, the non-solicitation covenant does not prohibit us from engaging in discussions
or negotiations with, or furnishing confidential information concerning us and our business and assets to, a person who makes a written,
unsolicited, bona fide alternative proposal after our board of directors by vote has determined in its good faith judgment (after consultation with
outside legal counsel), that such alternative proposal is reasonably likely to lead to a superior proposal and that failure to take such action would
result in a reasonable probability that our board of directors would breach its fiduciary duties to our stockholders under applicable law for
purposes of determining whether such alternative proposal is a superior proposal.

In connection with a bona fide alternative proposal that is a superior proposal and is received prior to the time of our stockholders' approval
and adoption of the asset sale pursuant to the asset purchase agreement, our board of directors may change its recommendation if: (i) our board
of directors by vote determines in its good faith judgment that failure to do so would result in a reasonable probability that it would breach its
fiduciary duties to our stockholders, after receiving the advice of its outside legal counsel, (ii) we have complied in all material respects with our
obligation to provide SeaChange an opportunity to propose an amendment to the asset purchase agreement to provide for terms and conditions
no less favorable than the superior proposal, as determined by our board of directors, and our board of directors has considered in good faith and
consistent with its fiduciary duties any proposed changes to the asset purchase agreement proposed by SeaChange, (iii) after taking into account
any such proposed changes by SeaChange, such alternative proposal remains a superior proposal, and (iv) we have complied in all material
respects with our obligations under the covenants regarding the stockholder meeting, the proxy statement and no solicitation.

For purposes of the non-solicitation covenant, a superior proposal is an alternative proposal that

if relating to the issuance by us or any of our subsidiaries of any equity interest or voting securities, contemplates the
issuance of more than 50%, rather than 20%, of the total of such equity interests or voting securities; or

if relating to the acquisition in any manner of any assets of us or our subsidiaries, contemplates the acquisition of more than
50%, rather than 20%, of the total of such assets; or

if relating to the acquisition by any person in any manner of beneficial ownership or a right to acquire beneficial ownership

of, or the formation of any "group" which beneficially owns, or has the right to acquire beneficial ownership of, outstanding
shares of our capital stock, contemplates the acquisition of more than 50%, rather than 20%, of our then-outstanding shares

of capital stock; or

if relating to any transaction for the assets to be transferred to SeaChange or the Non-North America business, must
contemplate the acquisition of all or substantially all, rather than a
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material portion, of the assets to be transferred to SeaChange or the Non-North America business and the assumption of all
or substantially all of the liabilities to be assumed by SeaChange,

and,

is financially superior to, and is more favorable and provides greater value to all of our stockholders, than the asset sale to
SeaChange, as determined in good faith by our board of directors after consultation with our financial advisors; and

will constitute a transaction for which financing, to the extent required, is then committed or which, in the good faith
judgment of our board of directors, is reasonably capable of being obtained; and

if accepted, is reasonably likely to be consummated, as determined in the good faith judgment of our board of directors after
consultation with outside legal counsel.

Non-Solicitation and Non-Competition Covenants

Liberate and Liberate Technologies B.V. have agreed for a period of one year from the closing of the asset purchase not to solicit for
employment or employ any of our employees who are actively employed in and/or primarily provide services to our Non-North America
business who accept an offer of employment from SeaChange.

SeaChange has acknowledged and agreed that SeaChange and its affiliates, as successors to the Non-North America business, are subject to
certain non-solicitation and non-competition covenants we agreed to in the Double C Agreement. Specifically, SeaChange has acknowledged
and agreed that: (i) for a period of five years from April 7, 2005, SeaChange and its affiliates shall not develop, market, license, grant
forbearances not to sue, or grant any rights to or authorize the use of, any Non-North America intellectual property (including the Non-North
America Navigator Platforms) for commercial use or deployment in the United States, Canada or Mexico; (ii) for a period of one year from
April 7, 2005 not to solicit for employment or employ former employees of our North America business that became employed by Double C or
its affiliates in connection with the Double C Agreement; and (iii) it will be bound by the terms of the Technology Cross-License Agreement,
dated as of April 7, 2005, by and between Liberate and Double C.

Under the asset purchase agreement, Liberate has agreed for a period of five years from the closing of the asset sale: (i) not to solicit or
otherwise communicate with any customer of the Non-North America business for the purpose of inducing such customer to refrain from or to
discontinue its relationship with SeaChange; and (ii) except with respect to investments held by Liberate as of April 15, 2005 and held through
the closing of the asset sale, not to acquire, within Europe, a financial interest in or be a principal, partner, member, officer, director, owner,
agent, representative, employee or consultant to any business the same as, similar to or in general competition with the Non-North America
business operated by Liberate at or prior to the closing of the asset sale.

Labor and Employee Benefit Matters

Under the asset purchase agreement, Liberate and SeaChange have agreed, among other things, that SeaChange or one of its subsidiaries
will extend offers of employment to all employees who are actively employed in and/or primarily provide services to our Non-North America
business. SeaChange or its applicable affiliate shall provide each employee who accepts such offer with (i) a base salary no less favorable than
such employee's base salary immediately prior to the closing and (ii) health and welfare benefits comparable in the aggregate to those provided
under Liberate or Liberate Technologies B.V.'s plans in effect immediately prior to the closing.
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From April 15, 2005 to the closing of the asset sale, Liberate and Liberate Technologies B.V. have each agreed that we and our affiliates
will not solicit for employment (after closing of the asset sale) any employee actively employed in and/or primarily providing services to our
Non-North America business. Furthermore, for a period of one year after the closing of the asset sale, Liberate and Liberate Technologies B.V.
are restricted from soliciting for employment or employing any employee who accepts an offer of employment from SeaChange or its affiliates.

Closing Conditions

The parties' obligations to consummate the asset sale are subject to the prior satisfaction or waiver of the condition set forth below:

approval and adoption by our stockholders of the asset sale pursuant to the asset purchase agreement.

SeaChange's obligation to consummate the asset sale is also subject to the prior satisfaction or waiver of the additional conditions set forth
below:

the representations and warranties of Liberate and Liberate Technologies B.V. must be true and correct, disregarding any
materiality qualifiers, as of April 15, 2005 (unless an earlier date is specified) and as of the closing date, with only such
exceptions as do not individually or in the aggregate have or may not reasonably be expected to have a material adverse
effect on Liberate, our Non-North America business or the assets to be sold;

performance or compliance in all material respects with all obligations and covenants required by the asset purchase
agreement to be performed or complied with by Liberate and Liberate Technologies B.V. prior to the closing of the asset
sale;

delivery of officers' certificates;

the absence of any material adverse effect on our Non-North America business, the assets to be sold or our ability and the
ability of Liberate Technologies B.V. to perform our obligations under and consummate the contemplated transactions;

the absence of any injunction or legal restraint that would prevent consummation of the contemplated transactions or subject
them to a condition that would reasonably be expected to have a material adverse effect on our Non-North America business
or the assets to be sold or SeaChange;

Liberate's delivery of audited financial statements for the Non-North America business as of May 31, 2004 and May 31,
2005 to SeaChange;

Liberate's delivery of required consent to assignment of certain license agreements with certain customers; and

the absence of any material breach by Liberate of any principal customer agreement that has not been cured after having
received written notice of such breach.

Liberate and Liberate Technologies B.V.'s obligations to consummate the asset sale are also subject to the prior satisfaction or waiver of the
additional conditions set forth below:

SeaChange's representations and warranties must be true and correct, disregarding any materiality qualifiers, as of April 15,
2005 (unless an earlier date is specified) and as of the closing date, with only such exceptions as do not individually or in the
aggregate have or may not reasonably be expected to have a material adverse effect on SeaChange;
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delivery of officers' certificates; and
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the absence of any injunction or legal restraint that would prevent consummation of the contemplated transactions or subject
them to a condition that would reasonably be expected to have a material adverse effect on Liberate and its affiliates taken as
a whole.

Termination; Expense Reimbursement
Termination

The asset purchase agreement may be terminated and the asset sale abandoned at any time prior to closing (whether before or after
stockholder approval) under the following circumstances:

by mutual written consent of Liberate and SeaChange;

by Liberate or SeaChange if the closing does not occur by October 15, 2005, other than as a result of a failure by the party
proposing to terminate the asset purchase agreement to perform any of its obligations;

by Liberate or SeaChange if our stockholders do not approve and adopt the asset sale pursuant to the asset purchase
agreement (other than as a result of a failure by the party proposing to terminate the asset purchase agreement to fulfill any
obligation under the agreement that contributes to the failure to obtain such stockholder approval);

by Liberate or SeaChange if any order, decree or ruling permanently restraining, enjoining or otherwise prohibiting
consummation of the contemplated transactions becomes final and non-appealable;

by Liberate upon SeaChange's uncurable material breach of any representation, warranty, covenant or agreement;

by Liberate if (i) we are not in material breach of any terms of the asset purchase agreement, (ii) our board of directors has
authorized us to enter into a binding written agreement concerning a transaction that constitutes a superior proposal and
notifies SeaChange in writing that we intend to enter into such an agreement, and (iii) SeaChange does not within two
business days of receipt of such notice, make an offer that our board of directors determines, in good faith after consultation
with its financial advisors, is no less favorable, from a financial point of view, to our stockholders as the superior proposal;

by Liberate if (i) we have for a period of at least 30 calendar days after notifying SeaChange of a material breach of a
principal customer agreement attempted with reasonable efforts to resolve or cure such material breach in accordance with
the terms of such agreement, (ii) we notify SeaChange that such material breach continues to exist at the end of such 30
calendar day period, (iii) we meet, with certain exceptions, all conditions to closing, and (iv) SeaChange does not within in
five calendar days after our notice waived the condition that we not be in breach of any principal customer agreement;

by SeaChange if Liberate's board of directors (i) fails to recommend the asset purchase agreement, (ii) withdraws, modifies
or qualifies its recommendation in a manner adverse to SeaChange, (iii) fails to reconfirm its recommendation within five
business days after a written request to do so or (iv) recommends that our stockholders approve, accept or tender their shares
in response to any alternative proposal (as that term is defined in the asset purchase agreement);

by SeaChange if we breach our non-solicitation covenant;

by SeaChange if we enter into (or our board of directors authorizes entry into) a letter of intent, agreement in principle,
acquisition agreement or other similar undertaking with respect to any alternative proposal; or
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by SeaChange upon our or Liberate Technologies B.V.'s uncurable material breach of any representation, warranty, covenant
or agreement.

Effect of Termination

If the asset purchase agreement is terminated, it shall become void with no liability on the part of any party thereto, except (i) for damages
or other liability resulting from any willful or intentional breach and (ii) reimbursement of SeaChange's reasonable costs and expenses, as
described below.

Expense Reimbursement

We have agreed to reimburse SeaChange's reasonable costs and expenses up to a maximum of $400,000 if: (i) the asset purchase agreement
is terminated by us or SeaChange because our stockholders did not approve the asset sale pursuant to the asset purchase agreement; or (ii) the
asset purchase agreement is terminated by us if (a) we are not in material breach of any terms of the asset purchase agreement, (b) our board of
directors has authorized us to enter into a binding written agreement concerning a transaction that constitutes a superior proposal and we notify
SeaChange in writing that we intend to enter into such an agreement, and (c) SeaChange does not within two business days of receipt of such
notice, make an offer that our board of directors determines, in good faith after consultation with its financial advisors, is no less favorable, from
a financial point of view, to our stockholders as the superior proposal.

Amendment; Assignment
Amendment

The asset purchase agreement may be amended by action of all the parties, via action taken or authorized by their respective boards of
directors, at any time before or after approval of the asset sale by our stockholders. After approval by our stockholders, no amendment shall be
made which by law requires further approval by our stockholders without such further approval. The asset purchase agreement may not be
amended except by an instrument in writing signed on behalf of each of the parties.

Assignment

The asset purchase agreement and the rights and obligations thereunder are not assignable or transferable by us or Liberate
Technologies B.V., on the one hand, or, SeaChange, on the other hand (other than following the closing by operation of law or in connection
with a merger or sale of substantially all the assets of Liberate or SeaChange) without the prior written consent of the other. However,
SeaChange may assign in whole or in part its rights and obligations under the asset purchase agreement to any affiliate without our consent, and
may assign its rights to acquire any assets owned or held by Liberate Technologies B.V. and to employ employees of Liberate
Technologies B.V. to a newly formed subsidiary, provided that SeaChange shall remain liable for its obligations thereunder and any such
assignee must satisfy any representations, requirements, obligations or covenants of SeaChange in respect of any tax elections or any other tax
matters.
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VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

The following table shows how much of our common stock was beneficially owned as of April 30, 2005 by (i) each known holder of 5% or
more of our common stock, (ii) each director, (iii) each executive officer and (iv) all current directors and executive officers as a group. To our
knowledge and except as set forth in the footnotes to the table, the persons named in the table have sole voting and investment power with
respect to all shares shown as beneficially owned by them, subject to community property laws where applicable. Unless indicated otherwise,
each holder's address is c/o Liberate Technologies, 2655 Campus Drive, Suite 250, San Mateo, California 94403.

The column labeled "Options/Units" below reflects shares of common stock that are subject to options or stock units that are currently
exercisable or will become vested or exercisable within 60 days of April 30, 2005. Those shares are deemed outstanding for the purpose of
computing the percentage ownership of the person holding these options or units, but are not deemed outstanding for the purpose of computing
the percentage ownership of any other person. Percentage ownership is based on 110,788,980 shares outstanding on April 30, 2005.

Amount and Nature of Beneficial Ownership

Percent
Beneficial Owner Shares Options/Units Total of Class
CCM Master Fund, Ltd.(1) 15,764,621 15,764,621 14.2%
David Lockwood(2) 13,332,901 13,332,901 12.0%
SeaChange International, Inc.(3) 13,332,901 13,332,901 12.0%
Glenview Capital Management, LLC(4) 10,395,000 10,395,000 9.4%
0OZ Management, L.L.C.(5) 10,322,680 10,322,680 9.3%
Highfields Capital Management LP(6) 10,000,000 10,000,000 9.0%
Deutsche Bank AG(7) 5,889,600 5,889,600 5.3%
Philip A. Vachon 96,506 1,700,000 1,796,506 1.6%
Gregory S. Wood 1,447,911 1,447,911 1.3%
Patrick P. Nguyen 1,437,911 1,437,911 1.3%
Dr. David C. Nagel 13,574 210,000 223,574 i
Charles N. Corfield 56,976 109,930 166,906 *
Patrick S. Jones 13,574 13,574 *
Robert R. Walker 13,574 13,574 *
All current directors and executive officers as a group (8 persons) 16,412,927 2,019,930 18,432,857 16.6%

Less than 1% of our outstanding shares of common stock.

)]
Includes 15,744,521 shares owned directly by CCM Master Fund, Ltd., 13,600 shares held by Grant R. Coghill, and 6,500 shares held
by Grace A. Coghill. Clint D. Coghill is the managing member of Coghill Capital Management, L.L.C., an entity that serves as the
investment manager of CCM Master Fund, Ltd. Clint D. Coghill also serves as the investment custodian for Grant R. Coghill and
Grace A. Coghill. The address of CCM Master Fund, Ltd. and the other beneficial owners of these securities is One North Wacker
Drive, Suite 4725, Chicago, IL 60606. This information has been taken from a Schedule 13G/A filed by the beneficial owners on
February 20, 2003.

@
Shares include 5,107,201 shares owned directly by Mr. Lockwood and 8,225,700 shares owned directly by Lockwood Fund LLC.
Mr. Lockwood is managing member of Lockwood Capital Advisors LLC, which is the managing member of Lockwood Fund LLC.
The address of the
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principal office of Lockwood Fund LLC and Lockwood Capital Advisors LLC is c/o Schulte Roth & Zabel LLP, 919 Third Avenue,
New York, NY 10022, Attention: Stuart D. Freedman, Esq.

SeaChange International, Inc., pursuant to a stockholder voting agreement dated as of April 15, 2005, has acquired the right to vote the
shares held by David Lockwood and Lockwood Fund LLC in favor of the proposal to approve and adopt the asset purchase agreement
and the asset sale. SeaChange may be deemed to beneficially own 13,332,901 shares. The address of SeaChange is 124 Acton Street,
Maynard, MA 01754. The information regarding SeaChange has been taken from a Schedule 13D filed on April 24, 2005.

These shares are beneficially owned by Glenview Capital Management, LLC, Glenview Capital GP, LLC, Glenview Capital Partners,
LLC, Glenview Capital Master Fund, Ltd., Glenview Institutional Partners, L.P. and Laurence M. Robins. The address of Glenview
Capital Master Fund, Ltd. is c/o Goldman Sachs (Cayman) Trust, Limited, Harbour Centre, North Church Street, P.O. Box 896GT,
George Town, Grand Cayman, Cayman Islands, B.W.I. The address for all other entities is 399 Park Avenue, Floor 39, New York, NY
10022. This information has been taken from a Schedule 13G/A filed on February 10, 2005.

OZ Management, L.L..C. and Daniel S. Och, its Senior Managing Member, may be deemed to be the beneficial owners of all these
shares. This amount includes 9,671,343 shares beneficially owned by OZ Master Fund, Ltd., of which OZ Management, L.L.C. is the
principal investment manager. The address of OZ Management, L.L.C. and Daniel S. Och is 9 West 57th Street, 39th Floor,

New York, NY 10019. The address of OZ Master Fund, Ltd. is c/o Goldman Sachs (Cayman) Trust, Limited, P.O. Box 896,

G.T. Harbour Centre, Second Floor, North Church Street, George Town, Grand Cayman, Cayman Islands. This information has been
taken from a Schedule 13G/A filed on February 14, 2005.

The 10,000,000 shares are directly owned by Highfields Capital I LP, Highfields Capital II LP and Highfields Capital Ltd. (which
directly owns 6,969,110 of the shares). These shares are also beneficially owned by Highfields Capital Management LP, the
investment manager to the three direct owners; Highfields GP LLC, the General Partner of Highfields Capital Management LP; and
Jonathon S. Jacobson and Richard L. Grubman, the Managing Members of Highfields GP LLC. The address of Highfields Capital
Management LP, Highfields GP LLC, Mr. Jacobson and Mr. Grubman is c¢/o Highfields Capital Management, 200 Clarendon Street,
51st Floor, Boston, MA 02116. The address of Highfields Capital Ltd. is c¢/o Goldman Sachs (Cayman) Trust, Limited, Harbour
Centre, Second Floor, George Town, Grand Cayman, Cayman Islands, B.W.I. This information has been taken from a Schedule 13G
filed on July 8, 2003.

The address of Deutsche Bank AG is Taunusanlage 12, D-60325 Frankfurt am Main, Federal Republic of Germany.
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BUSINESS, PROPERTIES AND LEGAL PROCEEDINGS
Business of Liberate

In this proxy statement, we sometimes use the words "fiscal" or "FY" followed by a year to refer to our fiscal years, which end on May 31
of the specified year. We also sometimes use "Q1," "Q2," "Q3," and "Q4" to refer to our fiscal quarters, which end on August 31, November 30,
the last day of February, and May 31 of each fiscal year.

Business Overview

Liberate is a provider of software for digital cable television systems. Based on industry standards, Liberate's software enables cable
operators to run multiple services, including high-definition television, interactive programming guide, video on demand, personal video
recorders and games, on multiple platforms.

Corporate Background

Liberate began its operations in late 1995 as a division of Oracle Corporation, developing client and server software for the consumer,
enterprise, and educational markets. Liberate was incorporated in Delaware in April 1996 when Oracle spun off a division as Network
Computer, Inc. ("NCI"). NClI's initial focus was selling software to original equipment manufacturers of network computer products for
enterprise customers. In August 1997, NCI merged with a Netscape backed company, Navio Communications, Inc., which was developing
internet application and server software for the consumer market. NCI, the surviving entity in the merger, changed its strategic direction and
restructured its operations to focus development and marketing efforts on products targeted primarily at the consumer device market, targeting
sales to a limited number of large network operators and consumer device manufacturers. In May 1999, the company changed its name from
Network Computer, Inc. to Liberate Technologies.

Between our incorporation and our initial public offering, we raised a significant amount of capital by selling small equity positions to a
number of investors, including some major network operators. In order to continue funding our operations, we issued shares of our stock to the
public in July 1999. In January 2000, we effected a two-for-one split of our stock. We raised additional capital in February 2000 through a
secondary public offering, and again in July 2000 when Cisco Systems invested $100.0 million through a private placement of 3,963,780 shares
of common stock. In July 2002, we repurchased all of these shares from Cisco Systems for $10.0 million.

We have made three acquisitions since becoming a publicly traded company: in March 2000, we acquired the VirtualModem assets of
SourceSuite LLC, a company based in Canada; in June 2000, we acquired MoreCom, Inc, a company based in Horsham, Pennsylvania; and in
August 2002, we acquired Sigma Systems Group (Canada). In May 2003, we sold our Bill-Care business and in November 2003 we sold our
Operations Support Systems (OSS) business and related assets, both of which we had acquired in the Sigma Systems acquisition in August 2002.

On January 10, 2005, Liberate announced that it had reached agreement to sell substantially all of the assets of its North American business
to Double C Technologies, LLC, a joint venture majority owned and controlled by Comcast Corporation with a minority investment by Cox
Communications, Inc. Under the terms of the agreement, the joint venture received substantially all of the assets, including patents and other
intellectual property, and assumed certain limited liabilities related to Liberate's North American business. Liberate received cash consideration
of approximately $82 million. The parties have cross-licensed technology and intellectual property to one another following the closing for
purposes of the continued conduct of their respective businesses. The asset sale closed on April 7, 2005.
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On April 15, 2005, Liberate entered into an asset purchase agreement to sell substantially all of the assets of its Non-North America
business (including certain customer contracts, patents and intellectual property) to SeaChange International, Inc. Liberate will receive cash
consideration of approximately $25.5 million in cash, as adjusted pursuant to the agreement. The agreement is subject to Liberate stockholder
approval and other customary closing conditions.

Through May 31, 2005, we operated in one segment, providing digital infrastructure software and services for cable networks, and
generated revenues from licenses, royalties, and services. Our 2005 fiscal year started on June 1, 2004 and ended on May 31, 2005.

Completion of Restatement of Liberate's Financial Statements

In late 2002, our audit committee, composed of independent outside directors, retained independent counsel to review the revenue reported
during our fiscal year ended May 31, 2002. On November 21, 2002, we announced that we had discovered facts that called into question the
appropriateness and timing of revenue recognition for various transactions that accounted for a total of approximately $10 million in revenue
during fiscal 2002. While our audit committee's investigation was pending, we were not able to file our quarterly reports on Form 10-Q, and as a
result we were delisted from Nasdaq on January 16, 2003.

Our audit committee completed its investigation in September 2003, and we restated our financial statements for the fiscal year ended
May 31, 2002 and for the quarters ended November 30, 2001, February 28, 2002, and May 31, 2002. We also revised our financial statements
for the quarter ended August 31, 2002, which had been previously announced in a press release. In September 2003, two members of the audit
committee left the board and were replaced on the committee by two other independent directors. The financial statements and related
information contained in this report include the effects of the restatement of those historical financial statements. For further information
regarding the restatement, see our amended annual report on Form 10-K/A for our fiscal year ended May 31, 2002.

Filing of Voluntary Petition for Reorganization Under Chapter 11 of U.S. Bankruptcy Code

During the period from January through April of 2004, Liberate's board of directors, management and professional advisors analyzed and
considered the various options and alternatives for Liberate's business. In February 2004, Liberate retained Allen & Company LLC as
investment bankers to advise our board of directors and management on potential strategic alternatives.

In April 2004, Liberate's directors and officers concluded that our best course of action would be to reorganize through a Chapter 11
process that would provide for the payment in full to all valid creditor claims and preserve value for equity holders. On April 30, 2004, Liberate
filed a voluntary petition for reorganization under Chapter 11 of the U.S. Bankruptcy Code in order to resolve certain outstanding liabilities,
reduce costs and strengthen Liberate's financial condition. The landlord of Liberate's former headquarters in San Carlos, California filed a
motion to dismiss the case, and on September 8, 2004, the bankruptcy court issued a ruling dismissing Liberate's bankruptcy case. The
bankruptcy court ruled that Liberate had cash well in excess of its liabilities and did not need bankruptcy protection to avoid wasteful liquidation
of its assets. Liberate appealed this ruling in the United States District Court of the Northern District of California but later stipulated to a
voluntary dismissal of the appeal. The court granted the stipulation of dismissal and dismissed the appeal with prejudice on January 14, 2005.
Accordingly, Liberate will not be able to realize savings or the other benefits of a Chapter 11 proceeding.

Client and Server Products for Digital Television

We provide software and services for digital cable systems. We offer client software products and server software products collectively
called Liberate TV Navigator . Our products enable cable
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operators to run multiple applications and services including high-definition television, interactive programming guide, video on demand,
personal video recorders and games on multiple platforms. Our software, can run on digital set-top boxes of various types such as cable, digital
terrestrial broadcast, and digital subscriber lines (DSL) enabling interactive and enhanced services. These products have been deployed primarily
in digital cable networks.

Professional Services

Our Professional Services group provides deployment, integration, and support services to network operators. The Professional Services
group works closely with our product development and technical support teams to integrate and install appropriate system elements. We also
rely on technology partners and system integrators to provide our customers with products and technologies from others in the industry.

Trademark Notice

Liberate®, the Liberate logo, and the various Liberate products and programs described above are registered trademarks and trademarks of
Liberate Technologies. All other trademarks are the property of their respective owners.

Research and Development

As of May 31, 2005, we had a development office in San Mateo, California. Our total research and development expenses were
$44.6 million in fiscal 2002, $26.1 million in fiscal 2003, $16.3 million in fiscal 2004 and $12.4 million for the first three quarters of fiscal 2005.
These amounts exclude acquisition related charges for purchased in-process research and development of $300,000 in fiscal 2003.

Sales and Marketing

We license our software directly to cable operators in Europe and until closing of the Double C asset sale we licensed our software directly
to cable operators in North America. In late fiscal 2003, we substantially reduced our sales force to focus primarily on the U.S. and U.K. cable
markets. As of May 31, 2005, we had one employee in sales and marketing.

Customers

Our customers are typically large cable network operators who introduce, market, and promote products and services based on our
technology. For fiscal 2002, Telewest accounted for 19% and NTL accounted for 16% of total revenues. For fiscal 2003, NTL accounted for
22%, Telewest accounted for 17%, and Shaw accounted for 11% of total revenues. For fiscal 2004, Insight Communications, NTL, Telewest and
UPC accounted for 24%, 44%, 27% and 16% of revenue, respectively. For the first nine months of fiscal 2005, Insight Communications
accounted for 77%, UPC accounted for 46%, Pioneer accounted for 31%, Telewest accounted for 29%, Edict accounted for 24% and Samsung
accounted for 12% of total revenues. Certain customers generated negative revenues for the first nine months of fiscal 2005 due to warrant
related revenue offsets and the reclassification of revenues attributed to discontinued operations. Consequently, the customer percentages sum to
greater than 100%.

Competition

We face intense competition in licensing software. Our principal competitors in the interactive television software market include
Gemstar-TV Guide, Microsoft, OpenTV, including Liberty Broadband Interactive Technologies, its controlling shareholder, and NDS Group, a
subsidiary of NewsCorp. Other established and emerging companies in the television, computer software, and
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telecommunications sectors may also become competitors. The principal competitive factors in our industry include:

The quality and breadth of product and service offerings;

The speed of product integration and deployment into existing customers networks;

The ability of products to operate in large scale digital cable networks;

The adequacy of financial resources and corporate stability;

The competitiveness of product pricing;

The possession of patents relating to important technologies; and

The effectiveness of sales and marketing efforts.

Intellectual Property Rights and Proprietary Information

We have a portfolio of technologies and intellectual property that addresses various features of interactive networks and devices. We seek
to safeguard our proprietary information and our other intellectual property through a combination of domestic and international copyrights,
trademarks, patents, and trade secret protection, as well as through contractual protections such as proprietary information agreements and
nondisclosure agreements. However, we cannot guarantee that these steps will prevent misappropriation of our proprietary information, and we
may not be able to detect unauthorized use and take appropriate steps to enforce our intellectual property rights.

As of May 31, 2005, we had 11 issued international patents and 31 international patent applications in the general area of interactive
networking technologies.

We have registered "Liberate" and the Liberate logo in the United States and extensively throughout the world, and use our other product
trademarks in association with these marks.

Employees

As of May 31, 2005, we had 29 employees, of whom 25 were based in the U.S. and 4 were based in Europe. Our employees are not
represented by any collective bargaining agreement and we have never experienced a work stoppage. We consider our employee relations to be
good. See "Labor and Employee Benefit Matters" on page 40 for more information.

Properties

As of May 31, 2004, we leased office space in various locations throughout the United States and Europe. Our headquarters is currently
located in San Mateo, California. We also have a sales and customer support office in the United Kingdom.

We lease approximately 15,000 square feet of office space for our headquarters and development center in San Mateo, California.

We previously leased approximately 181,000 square feet of office space for our former headquarters and development center in San Carlos,
California. See "Legal Proceedings" below for more information.

Legal Proceedings
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Restatement Class-Action Litigation. On October 20, 2004, a Stipulation and Agreement of Settlement (the "Settlement") was filed with
the United States District Court for the Northern District of California (the "Court") in connection with the matter "In re Liberate Technologies
Securities Litigation" (the "Class Action"). The Class Action is based on the restatement of our financial statements for certain periods of fiscal
2002 and the revision of our preliminary financial results
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announced for the first quarter of fiscal 2003 (the "Restatement"). The parties to the Settlement are: (i) the lead plaintiff in the Class Action, on
behalf of himself and each of the class members; and (ii) defendants Liberate, Mitchell E. Kertzman, Nancy J. Hilker, Donald Fitzpatrick and
Coleman Sisson. Under the terms of the Settlement, Liberate agreed to pay or cause to be paid $13.8 million in settlement of the claims specified
in the Class Action, and the lead plaintiff and each class member agreed to release Liberate and the other defendants from those claims. The
Settlement shall in no way be construed or deemed to be evidence of or an admission or concession on the part of Liberate or the other specified
defendants with respect to any claim or any fault or liability or wrongdoing or damage whatsoever, or any infirmity in the defenses that the
defendants have asserted.

Following a settlement hearing on February 15, 2005, the Court granted final approval of the Settlement and, pursuant to the Settlement,
entered judgment dismissing the Class Action with prejudice.

During Q3 FY05, Liberate paid out the settlement amount of $13.8 million and recovered $5.0 million from its insurance carrier. Liberate
expects to recover another $4.4 million as a rebate of part of the premiums paid for the loss mitigation policy that Liberate obtained for the Class
Action and the Derivative Action, which is included in other receivables at February 28, 2005.

Restatement Derivative Litigation. On May 3, 2005, a Stipulation of Settlement re Derivative Claims (the "Stipulation") was filed with
the California Superior Court for the County of San Mateo in connection with the matter "In re Liberate Technologies Derivative Litigation" (the
"Derivative Action"). As reflected in the Stipulation, Liberate has reached an agreement in principle to settle the Derivative Action on terms that,
among other things, provide for Liberate to adopt certain specified corporate governance changes, the dismissal with prejudice of all claims
asserted by plaintiffs, and the payment of plaintiffs’ counsel's fees and expenses of $550,000. The settlement of the Derivative Action is subject
to approval of the Stipulation by the California Superior Court for the County of San Mateo. The Derivative Action is based on the Restatement
and names Liberate as a nominal party and certain of our former officers and current or former directors as defendants (collectively, the
"Derivative Defendants"). The Derivative Action generally alleges that the Derivative Defendants failed to adequately oversee our financial
reporting, and thus are liable for breach of their fiduciary duties, abuse of control, gross mismanagement, and waste of corporate assets. The
Derivative Action also alleges that the Derivative Defendants are liable for unjust enrichment and that certain named officers and directors are
liable for violations of California Code Section 25402 and breach of fiduciary duty for insider selling and misappropriation of information. The
Derivative Action seeks unspecified monetary damages and other relief.

We cannot predict the timing or ultimate outcome of this proposed settlement or estimate the amounts of, or potential range of loss with
respect to, this litigation if a settlement is not approved.

Dismissal of Bankruptcy Case. On April 30, 2004, Liberate filed a voluntary petition for reorganization under Chapter 11 of the United
States Bankruptcy Code. The landlord of Liberate's former headquarters in San Carlos, California filed a motion to dismiss the case, and on
September 8, 2004, the bankruptcy court issued a ruling dismissing Liberate's bankruptcy case. The bankruptcy court ruled that Liberate had
cash well in excess of its liabilities and did not need bankruptcy protection to avoid wasteful liquidation of its assets. Liberate appealed this
ruling in the United States District Court for the Northern District of California but later stipulated to a voluntary dismissal of the appeal. The
Court granted the stipulation of dismissal and dismissed the appeal with prejudice on January 14, 2005. Accordingly, Liberate will not be able to
realize savings or the other benefits of a Chapter 11 proceeding.

Lease-Related Litigation. On September 29, 2004, Circle Star Center Associates, L.P., the landlord of Liberate's former offices in San
Carlos, California, filed a complaint in the California Superior Court for the County of San Mateo alleging that Liberate had breached the office
lease by, among other
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things, failing to pay rent for certain months of 2004 and applicable late fees, failing to replenish the letter of credit and failing to reimburse the
landlord for its attorneys' fees in connection with Liberate's bankruptcy proceeding. The complaint also includes allegations of conversion and
defamation. The complaint seeks damages of approximately $3.9 million for the alleged breach and conversion and unspecified damages for the
alleged defamation. In November 2004, Liberate filed motions challenging the legal basis for the landlord's cause of action for defamation and
claim for attorneys' fees in connection with Liberate's bankruptcy. On March 24, 2005, the Superior Court granted Liberate's motions and
dismissed the landlord's claims for defamation and attorneys' fees. On May 27, 2005, the landlord filed an application for a writ of attachment in
connection with its claim for replenishment of the letter of credit. A hearing on the application is scheduled for June 27, 2005. A trial date in this
action is currently scheduled for September 26, 2005.

In addition, on December 16, 2004, the landlord filed a further complaint for breach of lease against Liberate. The complaint seeks damages
in the amount of not less than approximately $1.2 million, plus prejudgment interest, costs of suit and attorneys' fees, alleging that Liberate
breached the lease by failing to pay rent in November and December 2004. On February 22, 2005, the landlord filed a motion for summary
judgment on the breach of contract claim. On May 10, 2005, Liberate paid the landlord approximately $1.3 million for the months at issue in this
action and on May 13, 2005, the Superior Court granted the landlord's motion for summary judgment.

On May 6, 2005, the landlord filed a third complaint against Liberate alleging that Liberate breached the lease by failing to pay rent for
certain months of 2005 and failing to replenish the letter of credit. The landlord seeks approximately $5.5 million plus pre-judgment interest,
costs of suit and attorneys' fees. On May 23, 2005, Liberate paid the landlord approximately $1.18 million for past rent due, late fees and interest
in connection with the various lease-related actions. On May 27, 2005, the landlord filed an application for a writ of attachment in connection
with its claim for replenishment of the letter of credit. A hearing on the application is scheduled for June 27, 2005.

Because litigation is by its nature uncertain, we are unable to predict the outcome or estimate the potential liability, if any, of this litigation.

Underwriting Litigation. Beginning on May 16, 2001, a number of class-action lawsuits seeking monetary damages were filed in the
United States District Court for the Southern District of New York against several of the firms that underwrote our initial public offering,
naming Liberate and certain of our former officers and current or former directors as co-defendants. The suits allege that the underwriters
received excessive and improper commissions that were not disclosed in our prospectus and that the underwriters artificially increased the price
of our stock. The plaintiffs subsequently added allegations regarding our secondary offering, and named additional officers and directors as
co-defendants. The suits were consolidated into one action that was coordinated for pretrial purposes with hundreds of virtually identical suits
under a case captioned "In re Initial Public Offering Securities Litigation", Civil Action No. 21-MC-92. On February 19, 2003, the court denied
in part and granted in part a motion to dismiss filed on behalf of the defendants, including Liberate. The court's order did not dismiss any claims
against Liberate. As a result, discovery may proceed. The individual defendants have been dismissed without prejudice in this litigation.

While we deny allegations of wrongdoing, we have agreed to enter into a global issuer settlement of plaintiffs' claims. In June 2004, a
stipulation of settlement and release of claims against the issuer defendants, including Liberate, was submitted to the court for approval. The
terms of the settlement, if approved, would dismiss and release all claims against the participating defendants (including Liberate). In exchange
for this dismissal, D&O insurance carriers would agree to guarantee a recovery by the plaintiffs from the underwriter defendants of at least
$1 billion, and the issuer defendants would agree to an assignment or surrender to the plaintiffs of certain claims the issuer defendants may have
against the underwriters The settlement is subject to a number of conditions, including court approval.
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OpenTV Patent Litigation. On February 7, 2002, OpenTV filed a lawsuit against Liberate in the United States District Court for the
Northern District of California, alleging that Liberate is infringing two of OpenTV's patents and seeking monetary damages and injunctive relief.
We have filed an answer denying OpenTV's allegations. Our counter-claim alleges that OpenTV infringes one of our patents for information
retrieval systems. We are seeking to have OpenTV's patents invalidated, requesting a finding that our technology does not infringe OpenTV's
patents, and seeking monetary damages and injunctive relief against OpenTV. The court has issued a claim construction ruling, but a trial date is
not currently set. Pursuant to the asset purchase agreement with Double C Technologies LLC, Double C has assumed the defense and liabilities
associated with this lawsuit since the closing of such transaction on April 7, 2005.

Insurance Coverage Litigation. On December 29, 2004, Federal Insurance Company, one of Liberate's excess insurance carriers, filed a
complaint for declaratory judgment, alleging that Liberate and other defendants are not entitled to coverage for defense costs and losses incurred
in connection with the Class Action, Derivative Action, SEC investigation or other matters. The complaint, filed in the U.S. District Court for
the Northern District of California, named as defendants Liberate and certain former officers and current and former directors. On March 18,
2005, Federal Insurance Company voluntarily dismissed its complaint without prejudice.

On March 1, 2005, Liberate filed a complaint against the London Underwriters, New Hampshire Insurance Company Per: AIG Europe
(UK) Limited and Federal Insurance Company (together, the "Carriers") for breach of contract, breach of the implied covenant of good faith and
fair dealing and declaratory relief. The complaint, filed in the California Superior Court for the County of San Mateo, alleges that the Carriers
failed to perform any of their obligations under their respective policies and applicable law on behalf of Liberate or its directors and officers in
connection with the Class Action, the Derivative Action and the SEC Investigation. Liberate seeks monetary damages, exemplary or punitive
damages, attorneys' fees and declaratory relief. We expect that the Carriers may assert defenses and claims contending that Liberate and other
defendants are not entitled to coverage under the Carriers' respective policies.

Liberate intends to prosecute its rights under its insurance policies vigorously. However, litigation is by its nature uncertain and there can
be no assurance that Liberate will be successful in securing coverage under the policies.

Stock Option Litigation. On March 3, 2005, Mitchell Kertzman, Liberate's former Chairman of the Board and Chief Executive Officer,
filed a complaint in the California Superior Court for the County of San Mateo alleging that Liberate breached its Stock Option Agreement with
Mr. Kertzman by, among other things, failing to allow him to exercise his stock options after the termination of his employment with Liberate.
Liberate believes that it has complied at all times with the terms of the Stock Option Agreement. The complaint alleges claims for breach of
contract, breach of the implied covenant of good faith and fair dealing and interference with contract and prospective economic advantage. The
complaint seeks monetary damages of at least $3.0 million, interest and punitive damages in an unspecified amount. On April 4, 2005, Liberate
filed motions challenging the legal basis for Mr. Kertzman's complaint. On May 6, 2005, the Superior Court heard oral argument on Liberate's
motion, and took those motions under submission.

While Liberate intends to defend these lawsuits vigorously because legal actions are inherently uncertain, we cannot predict or determine
the outcome or resolution of these actions or estimate the amounts of, or potential range of, loss with respect to these proceedings. In addition,
the timing of the final resolution of these proceedings is uncertain. The possible resolutions of these proceedings could include judgments
against us or settlements that could require substantial payments by us, which could have a material adverse impact on our business, financial
position, results of operations and cash flows. The cost of participating and defending against these actions is substantial and will require the
continued diversion of management's attention and corporate resources.
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We have notified our various insurance carriers of the Class Action, Derivative Action and other pending legal matters. Our primary carrier
and one of our secondary carriers under our existing policies have disputed whether certain costs incurred in connection with the
restatement-related litigation and the SEC investigation are covered under their respective policies. Our insurance may not cover all or portions
of our defense costs, any settlement, any judgment rendered against us, or amounts we are required to pay to any indemnified person in
connection with the Class Action or Derivative Action or any expenses incurred in connection with the SEC investigation or any other matter.

STOCKHOLDER PROPOSALS

Only such business will be conducted at this special meeting as will have been brought by our board of directors before the meeting
pursuant to the attached Notice of Special Meeting of Stockholders.

If you wanted to submit a proposal for presentation at our 2005 Annual Meeting, you must have submitted it to us by May 17, 2005, in
order to be considered for inclusion in our proxy statement and related proxy materials for that meeting. Otherwise, if you intend to present a
proposal at the 2005 meeting without including that proposal in Liberate's proxy materials, you must provide advance notice of the proposal to
Liberate not earlier than July 1, 2005 nor later than July 31, 2005. Address all stockholder proposals to Liberate Technologies, 2655 Campus
Drive, Suite 250, San Mateo, California 94403, Attn: General Counsel. We reserve the right to reject, rule out-of-order, or take other appropriate
action with respect to any proposal that does not comply with applicable requirements, including conditions established by the Securities and
Exchange Commission (SEC). We advise you to review our Amended and Restated Bylaws, which contain this and other requirements with
respect to advance notice of stockholder proposals and director nominations. Our Amended and Restated Bylaws were filed with the SEC as an
exhibit to our annual report on Form 10-K filed on September 16, 2003, which can be viewed by visiting our investor relations website at
http://investors.liberate.com and may also be obtained by writing to our General Counsel at our principal executive office (2655 Campus Drive,
Suite 250, San Mateo, CA 94403).

WHERE YOU CAN FIND MORE INFORMATION

Liberate files annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any
reports, statements or other information that Liberate files with the SEC at the SEC's public reference rooms at Public Reference Room,
450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549.

Please call the SEC at 1-800-SEC-0330 for further information on the public reference rooms. These SEC filings are also available to the
public from commercial document retrieval services and at the Internet worldwide web site maintained by the SEC at http://www.sec.gov.

You should rely only on the information contained in this proxy statement. We have not authorized anyone to provide you with
information that is different from what is contained in this proxy statement. Therefore, if anyone does give you information of this sort,
you should not rely on it. This proxy statement does not constitute a solicitation of a proxy in any jurisdiction where, or to or from any
person to whom, it is unlawful to make a proxy solicitation. This proxy statement is dated , 2005. You should not assume that
the information contained in this proxy statement is accurate as of any date other than that date, unless the information specifically
indicates that another date applies. The mailing of this proxy statement to our stockholders does not create any implication to the
contrary.
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OTHER MATTERS

The board of directors knows of no other matters to be presented for stockholder action at the meeting. However, if other matters do
properly come before the meeting, the board of directors intends that the persons named in the proxies received by Liberate will vote upon those
matters in accord with their best judgment.

By order of the board of directors,

David Lockwood
Chairman and Chief Executive Officer
San Mateo, California

, 2005
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NON-NORTH AMERICA BUSINESS

INDEX TO UNAUDITED COMBINED FINANCIAL STATEMENTS

Unaudited Combined Balance Sheets as of February 28, 2005, May 31, 2004 and 2003

Unaudited Combined Statements of Operations for the nine months ended February 28, 2005 and February 29, 2004, and the years
ended May 31, 2004, 2003 and 2002

Unaudited Combined Statements of Changes in Owner's Net Investment for the nine months ended February 28, 2005 and the
years ended May 31, 2004, 2003 and 2002

Unaudited Combined Statements of Cash Flows for the nine months ended February 28, 2005 and February 29, 2004, and the
years ended May 31, 2004, 2003 and 2002

Notes to Unaudited Combined Financial Statements
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Assets
Current assets:
Accounts receivable, net
Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Restricted cash
Other assets

Total assets

NON-NORTH AMERICA BUSINESS
Unaudited Combined Balance Sheets
(In thousands)

Liabilities and Owners Net Investment

Current liabilities:
Accounts payable
Accrued liabilities
Accrued payroll and related expenses
Short term deferred revenues

Total current liabilities
Long term excess facilities charges
Long term deferred revenues

Total liabilities

Commitments and contingencies (Note 4)
Owner's net investment (deficit):

Accumulated other comprehensive income

Owner's net investment
Accumulated deficit

Total owner's net investment (deficit)

Total liabilities and owner's net investment (deficit) $

May 31,
February 28,
2005 2004 2003
$ 1,453 § 2,553 $ 2,579
125 466 432
1,578 3,019 3,011
403 609 2,634
1,161 1,495 462
70
$ 3,142 $ 5,123 $ 6,177
L] L]
$ 50 $ 70 $ 483
1,234 1,018 1,882
112 162 736
352 711 2,737
1,748 1,961 5,838
138 631
5,630
7,516 2,592 5,838
(2,190) (2,190) 311
59,501 64,673 57,545
(61,685) (59.,952) (56.,895)
(4,374) 2,531 339
3,142 § 5,123 § 6,177
L] L]

The accompanying notes are an integral part of these unaudited combined financial statements.
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NON-NORTH AMERICA BUSINESS
Unaudited Combined Statements of Operations

(In thousands)
Nine Months Ended Years Ended May 31,
February 28, February 29,
2005 2004 2004 2003 2002
Revenues:
License and royalty $ 926 $ 708 $ 2,172 $ 4,226 $ 18,412
Service 1,208 4,597 5,733 10,772 21,659
Total revenues 2,134 5,305 7,905 14,998 40,071
Cost of revenues:
License and royalty 8 290 266 715 1,137
Service 779 1,523 2,323 4,578 7,295
Total cost of revenues 787 1,813 2,589 5,293 8,432
Gross margin 1,347 3,492 5,316 9,705 31,639
Operating expenses:
Research and development 1,981 3,881 4,863 20,620 39,665
Sales and marketing 729 1,900 1,604 11,802 15,037
General and administrative 310 356 (38) 922 846
Restructuring costs 537 512 5,595 1,877
Amortization of deferred stock based
compensation 716 920
Excess facilties charges and related asset
impairment 1,457
Total operating expenses 3,020 6,674 8,398 39,655 58,345
Loss from operations (1,673) (3,182) (3,082) (29,950) (26,706)
Interest expense 2) 2) 3)
Other income (expense), net (60) 2 30) (200) (26)
Loss from operations before income
tax provision (1,733) (3,182) (3,114) (30,153) (26,732)
Income tax provision (benefit) 57 10
Net loss $ (1,733) $ (3,182) $ (3,057) $ (30,163) $ (26,732)
L} L] L]

The accompanying notes are an integral part of these unaudited combined financial statements.
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NON-NORTH AMERICA BUSINESS
Unaudited Combined Statement of Changes in Owner's Net Investment
in Non-North America Business

Balance at June 1, 2001

Net loss

Foreign currency translation adjustments
Amortization of deferred stock-based compensation
Issuance of stock related to stock option exercises and
ESPP

Net cash transferred to Non-North America Business

Balance at May 31, 2002

Net loss

Foreign currency translation adjustments
Amortization of deferred stock-based compensation
Issuance of stock related to stock option exercises and
ESPP

Net cash transferred to Non-North America Business

Balance at May 31, 2003

Net loss

Foreign currency translation adjustments

Stock award grants surrendered by employees in
consideration of taxes payable

Amortization of deferred stock-based compensation,
net of cancellations

Issuance of stock related to stock option exercises
Net cash transferred to Non-North America Business

Balance at May 31, 2004

Net loss

Stock award grants surrendered by employees in
consideration of taxes payable

Amortization of deferred stock-based compensation,
net of cancellations

Issuance of stock related to stock option exercises
Net cash transferred to Non-North America Business

Balance at February 28, 2005

(In thousands)

Accumulated
Other Owner's Total
Comprehensive Accumulated Owner's Net
Income (Loss) Investment Deficit Investment
$ 675 $ 1,594 $ $ 2,269
(26,732) (26,732)
(132) (132)
920 920
515 515
28,578 28,578
543 31,607 (26,732) 5,418
(30,163) (30,163)
(854) (854)
716 716
15 15
25,207 25,207
(311) 57,545 (56,895) 339
(3,057) (3,057)
(1,879) (1,879)
(70) (70)
264 264
61 61
6,873 6,873
(2,190) 64,673 (59,952) 2,531
(1,733) (1,733)
(75) (75)
169 169
3 3
(5,269) (5,269)
2,190) $ 59,501 (61,685) $ 4,374)

The accompanying notes are an integral part of these unaudited combined financial statements.
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NON-NORTH AMERICA BUSINESS
Unaudited Combined Statements of Cash Flow
(In thousands)

Nine Months Ended Years Ended May 31,
February 28, February 29,
2005 2004 2004 2003 2002
Cash flows from operating activities:
Net loss $ (1,733) $ (3,182) $ (3,057) $ (30,163) $ (26,732)
Adjustments to reconcile net loss to net cash used
in operating activities:
Depreciation and amortization 232 1,650 2,088 3,879 4,955
Non-cash compensation expense 169 185 264 716 920
Stock units surrendered in consideration of
taxes payable (75) (63) (70)
Loss on disposal of property and equipment ®) 127 126 516 758
Provision for doubtful accounts (29) 231 (216) (289) 169
Changes in operating assets and liabilities, net
of acquisitions:
Accounts receivable 1,129 (571) 242 7,251 (1,567)
Prepaid expenses and other current assets 341 (125) (34) 344 244
Other assets (55) 70 281 (50)
Accounts payable (20) 116 413) (34) 173
Accrued liabilities 354 (1,151) (864) (1,464) (1,661)
Accrued payroll and related expenses (50) 472) (574) (1,898) (824)
Deferred revenues 4,640 371 (1,395) (2,985) (2,707)
Net cash provided by (used in) operating
activities 4,950 (2,939) (3,833) (23,846) (26,322)
Cash flows from investing activities:
Proceeds from the sale of property and equipment 8 74 103 64
Purchases of property and equipment 24) (147) (405) (2,820)
Decrease (increase) in restricted cash 334 (1,040) (1,033) (50) 412)
Net cash provided by (used in) investing
activities 318 (966) (1,077) (391) (3,232)
Cash flows from financing activities:
Net cash transfer (to) from Liberate Technologies (5,271) 3,844 4,849 24,222 29,039
Proceeds from issuance of common stock 3 61 61 15 515
Net cash provided by (used in) financing
activities (5,268) 3,905 4,910 24,237 29,554
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period $ $ $ $ $
I B
Supplemental cash activities:
Cash paid for income taxes $ $ $ $ 10 $
Cash paid for interest $ $ $ $ $

Supplemental non-cash activities:
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Nine Months Ended Years Ended May 31,

Issuance of restricted stock units $ 169 $ 185 § 264 $ $
The accompanying notes are an integral part of these unaudited combined financial statements.
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NON-NORTH AMERICA BUSINESS
NOTES TO UNAUDITED COMBINED FINANCIAL STATEMENTS

Note 1. Description of Business and Basis of Presentation
Description of Non-North America Business

The Non-North America Business develops and markets software and services primarily for digital cable systems outside of North
America. Based on industry standards, the software enables cable operators to run multiple applications and services including interactive
programming guides, high definition television, video on demand, personal video recorders and games on multiple platforms.

On April 15, 2005, Liberate Technologies ("Liberate") entered into an Asset Purchase Agreement (the "Agreement") to sell substantially all
of the assets relating to its Non-North America business (including certain customer contracts, patents and intellectual property) to SeaChange
International, Inc. ("SeaChange"). Liberate will receive cash consideration of approximately $25.5 million in cash, as adjusted pursuant to the
Agreement. The Agreement includes, among other things, a non-competition covenant whereby Liberate has agreed not to solicit or otherwise
communicate with any customer of the Non-North America business for the purpose of inducing such customer to refrain from or to discontinue
its relationship with SeaChange for a period of five years after the closing date. The Agreement is subject to Liberate stockholder approval and
other customary closing conditions.

Basis of Presentation

The unaudited combined financial statements presents the financial position, results of operations, cash flows and changes in owner's net
investment relating to Liberate's Non-North America business as if that business had been conducted on a standalone basis for the three fiscal
years ended May 31, 2004, 2003 and 2002 and the nine months ended February 28, 2005 and February 29, 2004 based on certain assumptions
explained in greater detail below. These statements have been derived from the consolidated financial statements of Liberate using the historical
results of operations and historical bases of the assets and liabilities of Liberate. All intercompany accounts and transactions have been
eliminated in consolidation.

Historically, Liberate has operated and accounted for its operations in one operating segment only. Accordingly, the assets that make up the
Non-North America business have never been considered separately for any purpose, and historically Liberate has not prepared separate
financial statements for these assets. Therefore, in preparing financial statements for the Non-North America business, the following
assumptions were used:

a)
The revenues for the Non-North America business include all license, royalty and service revenues from Liberate's
customers located outside of North America.

b)
The cost of revenues for the Non-North America business includes all direct costs related to Liberate's U.K. professional
services group and the cost of licensing technology related to the Non-North America software platform. The costs of the
professional services group primarily consisted of salaries and other related expenses.

c)

The operating expenses for the Non-North America business include the following:

i)
Research and development includes all direct costs related to the development of the Non-North America software
platform which primarily include the costs of the employees;

i)
Sales and marketing costs include an allocation of Liberate's centrally managed sales and marketing costs. The
allocation of sales costs was based on sales efforts, historically based on revenues and deferred revenues. During
FYO04 and FYO05, the sales costs were evenly
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shared and allocated to the Non-North America business. The corporate marketing costs were evenly shared and
allocated to the Non-North America business;

iii)

General and administrative costs primarily consist of salaries and other employee related expenses for finance,
human resources and other professional fees directly related to the Non-North America business.

d)
There were no allocations for impairment of warrants or amortization of deferred costs related to warrants or offsets to
revenue related to warrants, as these items are not related to the Non-North America business.

e)
There were no allocations of goodwill, intangible assets or deferred costs related to warrants made to the Non-North
America business related to prior period acquisitions by Liberate, as these assets are unrelated to the business being sold to
SeaChange.

f)
The amounts allocated to accounts receivable and to the allowance for doubtful accounts receivable to the Non-North
America business were directly attributable to sales with Non-North America customers. These amounts are not included in
the transferred assets to SeaChange and shall be retained by Liberate.

g)
The amounts allocated to deferred revenues to the Non-North America business were directly related to Non-North America
customers.

h)

All legal expenses were related to corporate matters therefore there was no allocation of legal expenses to the Non-North
America business.

i)
These financial statements do not include an allocation of certain corporate overhead expenses, primarily relating to certain
head office personnel and facilities as they represent expenses of the underlying business not indicative of the costs
associated with the Non-North America business.

These assumptions reflect the judgment of Liberate's management in separating the financial statements of the Non-North America business
from Liberate's remaining operations. These assumptions do not reflect measures historically used by Liberate to record the financial condition
and results of operations of Liberate or any component of its business. The financial information included in these unaudited combined financial
statements therefore does not necessarily reflect the financial condition or results of operations of the Non-North America business if that
business had actually been operated as a separate, standalone entity. These unaudited financial statements do not indicate the financial condition
of Liberate or its business for any future period.

In this report, the words "fiscal" or "FY" followed by a year refer to Liberate's fiscal years, which end on May 31 of the specified year. The
expressions "Q1," "Q2," "Q3," and "Q4" refer to Liberate's fiscal quarters, which end on August 31, November 30, the last day of February, and
May 31 of each fiscal year.

Interim Financial Statements

The combined interim balance sheet as of February 28, 2005 and statements of operations for the nine months ended February 28, 2005 and
February 29, 2004 are unaudited and reflect all adjustments of a normal recurring nature, that in the opinion of management, are necessary to
provide a fair statement of the financial position and the results of operations for the interim periods. These statements have been prepared on the
same basis as the accompanying annual unaudited combined financial statements. The results of operations for the nine months ended
February 28, 2005 and February 29, 2004 do not necessarily indicate the results of operations to be expected for any other interim period or for
the full fiscal year.
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Note 2. Significant Accounting Policies
Bankruptcy Accounting

On April 30, 2004, Liberate filed a voluntary petition for reorganization under Chapter 11 of the United States Bankruptcy Code. While the
Chapter 11 bankruptcy case was pending, Liberate prepared the unaudited condensed consolidated financial statements in accordance with
Statement of Position 90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy Code" ("SOP 90-7").

The provisions of SOP 90-7 do not significantly change the application of accounting principles generally accepted in the United States.
However, it does require that the financial statements for periods including and subsequent to filing the Chapter 11 petition distinguish
transactions and events that are directly associated with the reorganization from the ongoing operations of the business. On September 8, 2004,
the bankruptcy court issued a ruling dismissing Liberate's bankruptcy case. Hence, as the Company is no longer in bankruptcy, the unaudited
combined financial statements for the Non-North America business were not prepared under the provisions of SOP 90-7.

Use of Estimates

The preparation of the unaudited combined financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions. See Note 1. These estimates affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from these estimates.

Foreign Currency Translation

Until Q3 FY04, the functional currency of the Company's UK operation was the local currency. Accordingly, assets and liabilities were
translated to U.S. dollars using period-end currency exchange rates and revenues and expenses were translated using average exchange rates
during the period. The resulting unrealized foreign currency translation gains and losses were reported as a separate component in arriving at
comprehensive income for the period. As of February 28, 2005, the cumulative translation loss in accumulated other comprehensive income, a
component of Owner's Net Investments, was $2.2 million.

During Q4 FY04, management determined that the conditions described in SFAS No. 52, "Foreign Currency Translation," for the
translation of the UK operations using the local currency as the functional currency ceased to exist. Accordingly, starting in Q4 FY04, the
functional currency of the UK operations is the U.S. dollar. The monetary assets and liabilities of these operations are re-measured into U.S.
dollars at the exchange rate in effect at the balance sheet date and non-monetary assets and liabilities are re-measured at rates in effect as of
management's determination in Q4 FY04. Revenues, expenses, gains or losses are re-measured at the average exchange rate for the period, other
than depreciation and amortization, which are re-measured at the respective historical rates as their related assets. The resulting re-measurement
gains and losses of these operations as well as gains and losses from foreign currency transactions are included in the unaudited combined
statements of operations. The re-measurement loss for the nine months ended February 28, 2005 included in the unaudited combined statement
of operations is $45,000. For the three months ended May 31, 2004 the re-measurement gain was $41,000.

We conduct certain transactions in foreign currencies. Accordingly, we translate those transactions as they occur at the then-current
exchange rate. We record the resulting realized foreign currency translation gains and losses in our unaudited combined statements of operations
as a component of other expenses, net. For the nine months ended February 28, 2005 the foreign currency transaction loss
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was $15,000. For the three months ended May 31, 2004 the foreign currency transaction loss was $2,000.
Fair Value of Financial Instruments

Due to their short maturities, the carrying value of the financial instruments, including accounts receivable, accounts payable and accrued
liabilities, approximates their fair market value.

Cash and Cash Equivalents and Investments

Historically, Liberate has managed worldwide cash and cash equivalents on a centralized basis from its headquarters in California. Cash
receipts associated with the Non-North America business have historically been collected by Liberate and Liberate has funded the disbursements
for the Non-North America business by transferring funds to the Non-North America locations. SeaChange will not assume any cash or
restricted cash of Liberate or the Non-North America business in conjunction with the asset acquisition.

Concentration of Credit Risk

The financial instrument that potentially subjects the Non-North America business to concentration of credit risk primarily consist of
accounts receivable. While customers are geographically dispersed, a substantial amount of the revenues for the Non-North America business
has been generated from a few customers, whose receivables are typically unsecured. Liberate mitigates its credit risk associated with accounts
receivable by performing ongoing credit evaluations of customers' financial conditions, and the unaudited financial statements include an
allowance for potential credit losses. Historically, the Non-North America business has not experienced significant losses related to accounts
receivable.

The table below sets forth information relating to each customer that accounted for 10% or more of total revenues for the Non-North
America business:

For the nine months ended Years ended May 31,
February 28, February 29,

2005 2004 2004 2003 2002
Customer A 26% 30% 30% 29% 34%
Customer B * 41% 48% 37% 29%
Customer C 41% 19% 17% & 13%
Customer D * * * 11% *
Customer E 22% & & & i
Customer F 11% * * * *

Less than 10%

The table below sets forth information relating to each customer that accounted for 10% or more of gross accounts receivable balance of the
Non-North America business:

May 31,
February 28,
2005 2004 2003
Customer A i 18% 26%
Customer B 68% 61% 52%
Customer C 31% 14% &
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Property and Equipment

Property and equipment has been recorded at cost, net of depreciation. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets of two to five years. Leasehold improvements are amortized over the shorter of the remaining lease term or
the estimated useful lives of the improvements using the straight-line method.

Impairment of Long-Lived Assets

Under SFAS 142 and 144, we review long-lived assets to be held and used, including goodwill and intangibles, for impairment whenever
events or changes in circumstances indicate that the carrying amount of such assets may not be recoverable. We measure recoverability of
long-lived assets by comparing their carrying value to an estimate of undiscounted future cash flows that they are expected to generate, which
reflects the fair market value as defined under SFAS 142 and 144. Impairment reflects the amount by which the carrying value of the long-lived
assets exceeds their fair market value.

Stock-Based Compensation

The Non-North America business accounts for stock-based compensation in accordance with the intrinsic value method of accounting
prescribed by Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees" ("APB 25"), to account for employee
stock options. Under APB 25, no compensation expense is recognized upon the grant of an employee stock option unless the exercise price of
the option is less than market price of the underlying stock at the date of grant.

Under the provisions of APB 25, deferred stock-based compensation is recorded in connection with stock units based on the intrinsic value
(fair market value) of the underlying shares at the date of grant. This value is then amortized over the vesting period of the stock unit as a
compensation expense by functional classification of the award recipient.

The following information regarding net loss and loss per share prepared in accordance with SFAS 123 has been determined as if employee
stock options, stock units and shares issued under Liberate's 1999 Equity Incentive Plan had been accounted for using the fair value method
prescribed by SFAS 123. The resulting effect on net loss and loss per share pursuant to SFAS 123 is not likely to be representative of the effects
on net loss and loss per share pursuant to SFAS 123 in future periods, because future periods will include additional grants and periods of
vesting.

The compensation expense for the Non-North America business employees from their hire date is included in the compensation expense
calculations below. The following table illustrates the effect on

F-10

86



Edgar Filing: LIBERATE TECHNOLOGIES - Form PRER14A

reported net loss and loss per share had the fair value recognition provisions of SFAS 123 been applied (in thousands):

Nine months ended May 31,
February 28, February 29,
2005 2004 2004 2003 2002

Net loss, as reported $ (1,733) $ (3,182) $ (3,057) $ (30,163) $ (26,732)
Adjustments:

Stock unit compensation expense

included in reported net loss 169 185 264

Total stock-based employee

compensation expense determined under

fair value method for all awards granted

since July 1, 1995, net of related tax

effects (166) (190) (297) (31) (3,112)
Pro forma net loss $ (1,730) $ 3,187) $ (3,090) $ (30,194) $ (29,844)

The fair value of options, stock units and shares issued under the 1999 Equity Incentive Plan was estimated at the date of grant utilizing a
Black-Scholes valuation model with the following weighted-average assumptions:

Options Stock Units ESPP(1)

Nine months ended

Years ended May 31, Years ended May 31, Years ended May 31,
February 28, February 29,
2004 2003 2002 2005 2004 2004 2003 2002 2004 2003 2002
Risk-free interest
rate 1.62% 2.27% 4.32% 2.94% 2.41% 2.62% 2.08% 2.63%
Dividend yield 0% 0% 0% 0% 0% 0% 0% 0%
Volatility of
common stock 46% 106% 82% 68% 47% 84% 94% 96%
Average expected
life (in years) 2.26 2.81 4.98 2.63 2.98 2.98 0.50 0.50
Weighted average
fair value $ 094 $ 138 $ 557 $ 244§ 370 $ 3.72 $ 247 $ 3.30
M

The ESPP has been suspended since January 2003.
Revenue Recognition

Overview. The revenues of the Non-North America business are derived from fees for licenses of Liberate's software products, royalties,
consulting, maintenance and other services. The revenue recognition policies are in accordance with Statement of Position (SOP) No. 97-2,
"Software Revenue Recognition", as amended by; SOP No. 98-9, "Software Revenue Recognition, With Respect to Certain Transactions" and
the Securities and Exchange Commission's Staff Accounting Bulletin No. 101, "Revenue Recognition in Financial Statements" and Staff
Accounting Bulletin No. 104, "Revenue Recognition".

License and Royalty Revenue. The software is licensed through Liberate's Non-North America direct sales force. License and royalty
revenues consist primarily of fees earned from the licensing of its software, as well as royalty fees earned upon the shipment or activation of
products that incorporate its software. In general, license revenues are recognized when a non-cancelable license agreement has been signed and
the customer acknowledges an unconditional obligation to pay, the software product has been delivered, there are no uncertainties surrounding
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product acceptance, the fees are fixed or
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determinable and collection is considered probable. Delivery is considered to have occurred when title and risk of loss have been transferred to
the customer, which generally occurs when media containing the licensed programs is provided to a common carrier. In the case of electronic
delivery, delivery occurs when the customer is given access to the licensed programs. If collectibility is not considered probable, revenue is
recognized when the fee is collected.

Revenue is recognized using the residual method pursuant to the requirements of SOP 97-2, as amended by SOP 98-9. Revenues
recognized from multiple-element software arrangements are allocated to each element of the arrangement based on the fair values of the
elements, such as licenses for software products, maintenance or consulting services. The determination of fair value is based on objective
evidence, which is specific to the Company. The Company limits its assessment of objective evidence for each element to either the price
charged when the same element is sold separately or the price established by management having the relevant authority to do so, for an element
not yet sold separately. If evidence of fair value of all undelivered elements exists but evidence does not exist for one or more delivered
elements, then revenue is recognized under the residual method. Under the residual method, the fair value of the undelivered elements is
deferred and the remaining portion of the arrangement fee is recognized as revenue. However, if such undelivered elements consist of services
that are essential to the functionality of the software, license and services revenues are recognized using contract accounting, pursuant to SOP
No. 81-1, "Accounting for Performance of Construction-Type and Certain Production-Type Contracts". If license arrangements include the
rights to unspecified future products, revenue is recognized ratably over the contractual or estimated economic term of the arrangement. Royalty
revenues are recognized when a network operator reports that it has shipped or activated products or its rights to deploy such products expire.

Service Revenues. Service revenues consist of consulting, maintenance, and other services. Consulting and other service revenues,
including non-recurring engineering and training, are recognized as services are performed. Where consulting services are performed under a
fixed-price arrangement, revenues are generally recognized on a percentage-of-completion basis. Maintenance services include both updates and
technical support. Maintenance revenues are recognized ratably over the term of the maintenance agreement, and generally range between 15%
and 25% of the cumulative license fees and activation royalties incurred under the contract, depending upon the level of support being provided.

Service revenues also include reimbursable expenses billed to customers in accordance with EITF No. 01-14, "Income Statement
Characterization of Reimbursements Received for "Out-of-Pocket' Expenses Incurred,” which generally requires that a company recognize travel
expenses and other reimbursable expenses billed to customers as revenue. With the adoption of EITF 01-14, reimbursable expenses are
recognized as service revenues when there is an agreement to bill the customer for the expenses, the expenses have been incurred and billed, and
collection is probable.

Deferred Revenues

Deferred revenue is primarily comprised of collections from and billings to customers for software arrangements which do not qualify for
revenue recognition under the revenue recognition policy.

Software Development Costs

Under the criteria set forth in SFAS No. 86, "Accounting for the Costs of Computer Software to Be Sold, Leased, or Otherwise Marketed,"
capitalization of software development costs begins upon the establishment of technological feasibility of the product, which the Non-North
America business has defined as the completion of beta testing of a working product. The period of time between establishing technological
feasibility of the products and making them generally available has been short. The establishment of technological feasibility and the ongoing
assessment of the recoverability of these costs require judgment by management with respect to certain external factors, including, but not
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limited to, anticipated future gross product revenues, estimated economic life, and changes in software and hardware technology. After
considering these factors, no software development costs have been capitalized to date.

Restructuring Costs

Restructuring costs are recorded in accordance with EITF No. 94-03, "Liability Recognition of Certain Employee Termination Benefits and
Other Costs Incurred in a Restructuring," and SAB No. 100, "Restructuring and Impairment Charges." Severance costs include those expenses
related to severance pay, employee benefit obligations, and the acceleration of certain stock option grants in connection with terminated
employees. The executive management approves the scope of any reductions in force. Facilities costs include obligations under non-cancelable
leases for facilities that will no longer be occupied, as well as the cost associated with unrecoverable leasehold improvements. Other costs
related to restructuring include the write-down of intangible assets and amounts expected to be paid in connection with terminated contracts. As
of January 1, 2003, SFAS No. 146, "Accounting for Exit or Disposal Activities," was adopted which addresses accounting for and reporting
costs associated with exit or disposal activities and nullifies EITF 94-03.

Income Taxes

Deferred tax assets and liabilities are determined based on the differences between the financial statements and tax bases of assets and
liabilities, using enacted tax rates in effect for the year in which the differences are expected to be reversed. Liberate is required to estimate our
income tax liability in each of the jurisdictions in which it operates. This process requires Liberate to estimate the actual current tax exposures
and assess the temporary differences resulting from different treatment of items for tax and accounting purposes. These differences result in
deferred tax assets and liabilities. Liberate regularly assesses whether it will likely be able to use these tax assets. If Liberate determines that it is
not likely to be able to use